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CPC Reportedly To Purge T) Commercials 
HA) UVORO8Y) Hong Rong TANG T Al in Chinene No 6 
i* Sep Ol pp a? an 


Artele by Lu Vuetha (7627 6276 2619) “OPC Purges 
elevimon Commerciale | 


[Test] Apart from euch 
journals press and lnterature 


felde as 
CPC has 
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Station it has been over 10 vears wince thie station 
started its advertising business in December 1979 Now 
thes statron has three channels on the ait for a total of 1! 
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However, this 6 fot what 6 on the minds of those 
high-ranking officials responsible for the ideologycal ficid 
in the central authorities They beleve that because the 


spirit of capilialiem i cren ing an evil influence the TV 
sale in Chine have fow three 
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2  Advertieng advance of consumption " Flooding the 
TY wreens are high-grade home applhances. cosmetics. 
and enacks They 


fathous brands SS aa 


are beyond the pur hawng power 
stimulate thet dewre to consume 


1 “Advertieng vulgar interests” The 
tain that many commercials are poorly made 
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i | 
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relationships as an adveriiing strategy 


The (PC authortves emphatve that the means and 
contents of these commercials are the audience 
astray and lowng wght of other values to 
commercials The ( central 
summoned a number of TV stations to a direcusion on 


countermeasures Rather than countermea 
sures, if was actually a ph, b. the 
Matron to crercise self-restrannt A emall number 


CPPCC member (only oa of them. in fect) 
forward a proposal that TV commercials 
‘should conform to the spint of socaliem 
conduct education on patnotum. collectiv 
socialiem in an ertensive and in-depth way and 
the general mood of society “ They held 
mercial should also be instrumental for 
maser 
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Ondering Reduction of ( commercial Breaks 


The (Central Propaganda Department has. under the 
chcuwe that “the masees are very critical.” ordered the 
TV statrons to plug thes source of fortune Starting from 


Station (also known as Beying Area Channel) ceased to 
broadcast commercials Starteng | June. the first and 
second channels which cover the entire country cut the 
tome for commercials down to 20 and 10 minutes respec: 
tively Im addition. they have ranved the charges for 
advertising for businesses to “counteract the 
subtic eiieenes of business commercials and 
peaceful cvolution of foreign forces © 


The authorities also proposed that it 1 necemary to Hep 
up efforts to formulate an “advertrwng law to govern 


the management of advertning i necessary to 
strengthen control over the contents of commercials wo 
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that they ate clean in content and refined in style and shaping the peaceful evolution Ih hie teetieneny 
ag NA Ky why PA tag on 15 January 195) to the US Congress that was 
treing Mil by thie ultra Len trend, the TV nee > Geeta © ne « ae he 
siations and workers in the field of advertieing can do = pownted out that | » can be achieved by means other 
HOTHING CACEP! POUT OU Erervances than war, which “must and can be ones” He 
emphasired the need to wee | and pry hology al 
Preventing Peaceful brolution, Revisioniam forces” to achieve this end In @ written statement 
v MOOS) 4 eens JHENLI DE ZH ICN ‘ in | o6 be « yan 9 7 on ‘e 
mae ae , dang _ he agen owt to 
a TH] in Chinese No 9, 11 Sep 91 adopt the dual tactics toward socialist countries of a 
Pp ot ‘moral offenuve and a militan defensive 
Article by Lid 12212)" 
\ eh cad 2 Man my A = In a speech delivered poy York on 2) April 195) 
Contnibut he Theory of Dulles clearly presented the following ws peaceful evo 
aorta —w' meee lution policies |) ‘to provide an example that prov es the 
happiness that comes from being free and ‘to let the 
his thoughts on the cand 


[Test] Mao Zedong fire presented 
von of evolution at a emall conference in 

on |) November 1959 In the 31 years w 
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was appointed |S secretary of sate im 
1953. he played a particularly umportant role in 


January 


have certainly fot been forgot 
ten.” =) “to absolutely fot worifice thew imterests, to 
* 4) “to prane and a 
shed thew Blood for freedom.” without 
encouraging violent uprieings $) “to make the Soviet 
fulers underviand clearly that our true aime of Iyherty 
are peace and freedom and 6) ‘to encourage evolution 
toward freedom — 


After Kennedy) was elected 1S President in | 960. he 
further developed the evolution strategy The 
LS Senate Foreign Committers ieued ite No 10 
report on Ideological and Diplomat Afarrs 
on 17 January 1961 Thies report clearl) presented the 
two baw peaceful evolution methods destto singe = the 
system and infiltrating « eiih the 
Western | ht aleo defined Eastern and ( central 
Europe a peaceful evolution breaches on hopes that 
“Eastern Europe would influence internal co otution in 
the Soviet Union © All of these things have become hawn 
peaceful evolution tactics long used by Western imper 
aliets againel socialiet countries 


It absolutely was not by chance that the peacety! evolu 
tron sifateg) #as prope eed in the latter half of the 14h 
The  Pornan incedent” im Poland and the Hungarian 
mcrdent that occurred in 1956. as well as the increasingly 
clearer Eastern European centrifugal pulls against Son eet 
control, were bringing people in Western polity al circles 
to the gradual realizatiron that the communi world «a 
fo longer 4 monolith, and that the ion curtam ea. Ho 
longer an impenctrabic iron wall They repmced oer 
thes realization and made up thet minds to choos the 
“lofty strategy” of “peaceful victory.” with etich to 
make the communist regimes change thew colores They 
even made tentative plans to “do thew beet to develop 
eatenvive contacts with intellectual in the ( ommunnt 
Party camp particularly figures in upper and meddk 
political circles. to influence gradually ther ideology al 
behets” 
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there have been many great developments in the ways 
that the Western impenaliets have pursed ther strategy 


of peaceful cvolutron. as well as enormous changes in the 


TH A Valuable Ideological Legacy 
leadership) =— socialist countnes Just as the international communist 
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outside world. Even more importantly, we must 
our determination and energy more closely on the 

key area of economic development, to advance all 
socialist causes and our domestic affairs No matter what 
unexpected events may occur. as long as there is not a 
ayy HL enemies. we must pay 
close attention to the key area of economic development. 
rouse ourselves for ef’orts to make our country 
and up our country through thrift and 
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_ Understanding correctly and dealing properly with 

SO See aap. boty ap OS ous 

to prevent peaceful evolution A host of facts 

Class struggle still exists to a certain extent. 

become more acute under certain cond). 
society In this 


In _ we must guard 
Govietions of cher the view that class 









tragedy of “the Great Cultural 
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ng the tide of bourgeors 
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liberalization and other wrong views to spread 
unchecked stage of socialism might lead to 
similar national chaos. In light of the two historic lessons 
Jo awd 2 dS TS TY 
unchecked iberalization. we 
must aaieiaed te Geass and nen 
terns in the initial of socialism. to 
correctly ve measures for the prevention 
of peaceful evolution 
While class in socialist society 1s generally in a 
process of withering away. this process 1s going 
to be an bk the possibility of 
renewed intensity if not well The reasons why 
class struggle is withering away are as follows The 
exploiting class has been abolished as a class. with th 
might and social base of the hostile forces having beer 
greatly weakened, today's people's democratic dictator 
ship has changed from its former “dictatorship of the 
minority over the majority” to “dictatorship of the 
majority over the minonty ~ This is a fundamental 
. As long as we Commmunists do not divorce 
from the masses for even a minute bul pro- 
ceed from the basic interests of the people. we wil! win 
the support of all of the people This is the source of 
strength of our people's democratic dictatorship While 
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4 Training and bringing up thousands upon thousands 
of successors for the cause of proletarian revolution is an 
important matter of strategic significance for the preven- 
tion of peaceful evolution Mao Zedong always empha: 
sized cadre training and selection He made a famous 
remark that once the political line is set, cadres become 
the decisive factor’ After presenting the problem of the 
prevention of peaceful evolution, he treated cadre 
training and selection as an even more basic task to be 
emphasized to the end, with absolutely no slackening of 
effort In a famous speech on the matter of successors to 
the cause of proletanan revolution, he treated it as “an 
extremely important matier that will affect the fate and 
continued existence of our Party and state,” and “a 
matter of fundamental importance to the cause of pro- 
letaran revolution for hundreds. thousands. and tens of 
thousands of years to come Of course, while Mao 
Zedong was not without serous faults on the succession 
issue. and was not completely without lessons to be 
learned in regard to cadre training and selection, he did 
pay Consistent attention to ensuring that there would be 
successors to the cause of Maraist-Leninist revolution 
that the elder generation of proletanan revolutionaries 


had pioneered This point is well worth our thorough 
consideration 


An important lesson that Mao Zedong taught us in his 
discourses on the training and bringing up of successors 
for the cause of proletanan revolution. was the strong 
emphasis that he pul on long-term practical tempering 
through mass movements He emphasized that ‘as suc. 
cessors to the cause of proletanan revolution emerge 
through mass struggle and mature through tempering in 
the great storms of revolution. it 1s essential to test and 
judge cadres and choose and train successors in the long 
course of mass struggle This embodies profound 
truths In hes line on cadres. he adhered to the dialectical 
matenalist theory of knowledge that practice comes first 
while making the penetrating analysis that historncal 
matenalism reflects even better the basic leadership and 
ideological method of “from the masses. to the masses © 
Another important lesson that Mao Zedong taught us in 
his relevant discourses was the necessity to adhere to the 
cadre crnitenon of being both red and caper. and that we 
should absolutely not emphasize cither at the capense of 
the other In his “Sixty Work Methods (Draft) of 
January 1958 Mao Zedong pointed out the following 
“Tt has always been and will forever remain absolutely 
without doubt that being both red and capert is the way 
to integrate politics with both economics and technol. 
ogy © The relations between red and capert and politics 
and vocational work are unities of opposites We must 
criticize the deviation of not questioning one's politics 
We must oppose armchair politicians on one hand and 
pragmatists who have lost their bearings on the other 
We have capenenced wmuilar twists and turns in this 
area Comrade Deng Xiaoping’s proposal for the new 
histoncal penod of building socialiem with distinct (hy 
nese characteristics that cadres be more revolutionary 
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younger, better educated. and more professional. 
adheres to and advances the aforementioned Mao 


Zedong Thought 


It should be acknowleged that the international macro- 
climate of the Western imperialist countries use of 
peaceful evolution against socialist countries, as well as 
domestic hostile forces. are both likely to continue to 
exist for a long time to come. Under such complies 
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conditions, we Must be more vigilant in our prevention 
of peaceful evolution, by taking preventive measures 
The most bas « ones will be to continue to be guided by 
the Party's basic line of “one center, two main points,” 
turn all negative factors into positive ones, unite with as 
many forces as possible. and advance along the of 
exploring ways to build socialiem with distinct 
characteristics 











VIC HOOTSA NURSHU YUEKAN 
/ACADEMIC THLY/ in Chinese No 9 20 Sep 9/ 
pp 44.49 


oy by Shan Dong (0810 2639) Fusion of Socialist 
Ownership and the Commodity Economy. and 
the Laying of Its Actual Foundation’ | 


[Text] A socialist economy is a planned commodity 
economy founded on public ownership This is a basic 


for a fusion of the socialist public ownership system with 
a commodity economy remains a theoretical issue that 
very much deserves to be explored 


An Explanation ir Terms of Reasons for the Existence of 
Commadity bt conomy 
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the system of ownership by the whole people is incom: 
plete. te. it contains some collective systems of owner: 
ship elements which is the reason for the existence in the 
sysiem ul ownership by the whole people of a commod:- 
aene relationship (3) It maimtains that within the 
system of ownership by the whole people there exists a 
separation of ownership rights and operating rights, and 
that it is the disparity in the different operating rights of 
different enterprises under the system of ip by 
the whole people that for'es the basis for the existence 
within the system of ownership by the whole people of a 
commodity -money relationship (4) lt maintains that the 
Present system of ownership by the whole people is not 
the best form of public ownership A truly good and 
effective form of publ ownership is neither a state 
ownership system nor a collective ownership system but 
rather an enterprise ownership system. which is an 
intermediate form in the transition from a class owner: 
ship. ie. from a private ownership system to ownership 
by society His the existence of an enterprise ownership 
system that provides the foundation for the rise of a 
commodity-money relationship within the economy 
under ownership of the whole people One might say that 
the two points of view given in (3) and (4) have discarded 
the orginal orm of private ownership system attribu- 
tion theory '0 an effort to find in the system of ownership 
by the whole people iteclf an objective basis for a 
commodity economy However these two points of view 
have not yet = beyond traditional ownership atinibu- 
tion theory 


A commodity economy is a neutral form of economic 
operation that transcends different social production 
methods and 1s founded on different ownership systems 
Thus. different ownership systems are merely specia’ 
causes cxisting under different methods of production in 
a commodity economy Behind the special features of 
different ownership systems lurk more commonplace 
causes for the existence of a commodity coonomy The 
special and the commonplace are linked The special is 
the external manifestation of the commonplace. and it 1s 
the commonplace causes that lurk behind different own. 
ership systems that shape the essential determinants 
inherent in the operation of a commodity economy The 
BUSES CLISTINg IN a socialist COMMOditTy CoONOMY that 
people discuss to this very day are only the special 
capression of outward appearance of this essential deter. 
minant gained at different levels of development of 
productivity and under different production relation. 
ships and forms Only by transcending the traditional 
thinking of ownership system attribution theory can one 
truly under‘ind the historical destiny and the real 
significance of a commodity cconomy It 1s trux that 
some Chinese economic theoreticians have always taken 
a “4:fferent course in an attempt to throw overdoard 
tradit, nal ownership theory attribution theory thinking 
and to dispel the mystery about the cxistence of a 
socialist, commodity-moncy relationship This is the 
second point of view. which includes the following 
several concepts (1) It mamtamns that “emuneration 
according to work must rely on money. thereby defining 











system of ownership the whole people (2) 1 main: 
tains that the ty-Money relationship between 
members of one society and another stems from remu- 


heration according to , and that the reason for a 
commodity money relationship between one enterprise 
and another is economic accounting (5) It mar tains 
that the need for material incentives thal exists os a 
of differences in economic interests are the reason 
for the ex stence of a commodity-money relationship (4) 
It maintains that it 1s Mecessary to seek a reason for the 
existence of a commodity money relationship in quali 
tative differences in labor, ic. in the conflict between 
labor quality and quantity Regretiably. all of these idess 
have been discredited to one or another First of 
all. the to the classic cxaposition of remuner- 


of remuneration according to labor has as its premise the 
exisience of a commodity-money relationship Second. 
economic accounting 18 a part of the commodity mone. 
relationship, it cannot be the basis for the existence of 
the commodity-money relationship Next although an 
examination of differences in economic interests sheds 
some hopeful light on .b problem. to proceed from the 
need for maternal incentives ass means of understanding 
the historical destiny and the rue significance of the 
commodity economy is clearly insufficient and 
extremely lopsided Finally, wihough the conflict 
between labor quality and quant':) ‘sa mayor feature of 
a commodity economy. what are the reasons givirg nee 
to the con between labor quality and quantity” 

Clearly, to look at changes in labor quality for the 
purpose of unearthing reasons for the existence of a 
commodity cconomy does not examine the problem in 
depth In short. the foregoing several concerts do not 
reveal the true reasons for the existence of a co on. dity 
economy | feel that in throwing overboard tra: ‘tional 
ownership system attribution theory ideas. this px int of 
view also throws overboard the sensible parts it contains 
Thus. in an effort to avoid the pitfalls of ownership 
attribution theory, it also paints itself into a corner 
Clearly one can only pick what 1s useful from ownership 
yy yd rather than simply throw out the baby 


with . 
The limitation of ownership system attribution theory 1s 
that 


it halts short of the special reasons for cxrstence of a 


commodity economy It does not further probe the 
behind-the-scenes foundation of interests that charac. 
tenze the ownership system in a search for the common. 
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of a commodity economy Formerly when people's 
understanding of the reasons for the existence of a 


ECONOMIC 9 


ey economy halted at private ownership - 
tion theory -—_ | going on to pees, OF t ’ 
were more mand teens sense 
a commodity —— an ¢ a private owne » 
sysiem ay commonplace reasons for the existence of a 
commodity economy Once private ownership was erad- 
cated, this caused puzzlement over problems existing in 
the affirmation of negation of a commodity economy 
under socialist conditions If people's understanding of 
the reasons for the existence of a commodity economy 
remains halted at ownership system attribution theory, 
ho matter whether they substitute ihe co-caistence of 
different ownership systems for the private ownership 
cysiem, or whether they use some other method to 
cplain the bas for the existence of a commodity 
economy. unless ‘he, go on to take into account differ: 
ences if, Maerial imsvereets te. the relative indepen: 
dence of the interesis of principal economic groups once 
differences in forms of ownership have been eliminated 
but differences in interests of principal economic 
sll remain (as within the +ystein of ownership by the 
whole people for example) pusziements and reversals 
will continue to occur on the weve of affirming or 
negating the existence of a commodity economy 


Attribution of the cxrstence of a commodity economy to 
differences in interests of principal economn groups or 
to the relative independence of the interests of principal 
economic groups 1s a deeper cxamination of the imsuc 
This ts because substitution of the relative independence 
of interests of principal economic groups for diffe . ot 
owners to explain the existence of a commodity econo, 15 
1s valid even under capitalist conditions 


Capitalist constitutions support the supremacy of pn- 
vate ownership Consequently the interests of owners 
are protected by law. no one may violate them Thus, it 
is generally held that the interests of principal economic 
= are absolutely independent under capitalism 

ver. | beheve that such a judgment is improper 
This 1s because the proposition that “the interests of 
owners are absolutely independent and inviolate” can be 
valid only when no conflicts exist among the desires or 
interests of different owners. and when they mutually 
recognize the interests of others This point goes far in 
showing that even under capitalism the independence of 
the interests of owners 1s also relative Only when they 
are constantly linked before and after events to the 
desires and interests of other owners. full account taken 
of the desires of others. and respect accorded the inter- 
ests of others. can one's own desires and interests be fully 
realized so long as one’s own conduct. which 1s subject to 
the independent will of owners. does not violate the 
desires and interests of owners In the operation of a 
commodity economy. markets provide both a place and 
facilities for doing this We see from the fluctuation of 
markets that the more the desires and interests of other 
owners are taken into account, the greater the relative 
degree of independent owners’s desires and interests. 
and the less the discordant behavior and overall mind. 
lessness of economic activity resulting from the lack of 
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Table 2 Factors in Enterprise Hidden Losses 
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lt can be seen from Table | that 

losses is very severe in the elect 
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From our analysis we think that the specific 
ties of enterprise hidden losses are 
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organise : 

forceful measures to prevent clearing out at first but 

bk det later thoroughly clear out the ‘three 
afd lessen the burden on the enterprises 

Problems Developing b aterprise Groups 

VCE OOTIA C honaqing GAIGE (REFORM) in Chinese 

No 5. 20 Sep 01 pp 127-141 


Article by Niw Genying (66) 2704 4481) | Problems in 
Devclaptne Racsnmnan Uses , 


the enterprise * centripetal force has been weak 
ened 

Se > ae Ga sytem 
group companies the necessary making 
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cohesive core. the enterprise will have difficulty 
taking shape Even after it is . such an enterprise 


gfoup cannot be put on a solid footing of make the most 
of its formidabw advantages 
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Enterprise groups cannot develop without the necessary 
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an economn management 
——- with the socialist planned commodity 
y 


ii 


we must formulate a relevant economn 
icy and work out a body of related laws and regula 


32 


To create the necessary set of conditions for the devel- 
opment of enterprise groups we must first and foremost 
clarify the nature of the enterprise as a socialist com. 
modity producer and operator Neat we must gradually 
sort out the relations between the state and the enterprise 
group imstitutionalizing and writing it into law in due 
curse Instead of the small-scale production mode of 
_ the state should now switch to socialized 
and put an end to management in the form 
on one” negotiation Right now this 1s how the 
1s managed by the state The national 
involved give them decision-making authority 
do Whewne in financial relations 
departments at the various 
registration and planning Commisons 
restructuring the cconomn system commissions 
lmited coordination Enterprise groups are not 
as individual enterprises They differ from the 
ugnificantl im economic functions in nat onal 
local economic impact in the scope and depth of 
operations and in the way they make decimons 
and organize economic activities According): 
the state manages enterprise groups should also be 
and substance A set of Coord: 
the development of enterprise 
he worked oul t© cover such arcas as 
vestment finance scrence and tech 
foreign trade and matenals supp!» 


sector policy coordmation is critical on formulating 
a wt of polos We know from caperence thet a 
m any one sector can cut both wavs cach a 
for example Raising the prices of primar) prod 
% an moentive to enterprises which make rae 
pressure Of ProceseINgE chierpriees 
a 7eTO sem game there are both 
When changes occur on any one arca 
von finance of hanking the othe: three 
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parties 
sali . but there is still room for improvement. 
essentially in the following aspects 


First, the purposes of giving coonomic decision-making 
authority to enterprise groups 


In the current economic situation, these are the purposes 


, 
FE 
fy 
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_ the substance of economic decision-making 
authority 


The economic decision-making authority granted to the 
enterprise group should be across the board Instead of 
being limited merely to capital construction investment. 
finance. —— foreign trade. 
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fund regulation So although the cities receive a large 
flow of incomes. the development of enterprise groups is 


unduly hampered 


Third, giving enterprise groups economic decison: 
making authority in a national specialized economic 
Management depariment of in a province municipality, 
wtonomous fegion. oF city with provincial-level eco 
nomic decimon-making authority 


For a variety of reasons some enterprise groups cannot 
be given decision-making authority by the state Instead, 
ot have received such authority in a province, muni: 
ity. autonomous a acity with provincial-dlevel 
economic decision-making authority. of a specialized 
economic Management department at the national level 
This practice unavoidably raises the conflict between the 
fact that enterprise groups are inter-regional or inter: 
sector operations of involve interregional and inter: 
sector cooperation on the one hand and the compart. 
mentalization of planning that is investment maternals, 
credit, finance. foreign trade and labor are separated 
from one another ause of conflicting interests, 
including financial interests. between different sectors 
and es, enterprise groups have no chore but to try 
to survive in the middle Thus coordinating the vanious 
parties properly is something that cannot be avowed 


Fourth. laws and regulations relating to the granting of 
economic decision-making authority to enterprise 


groups 


As the economic structure and enterprise organizational 
structure are adjusted and rationalized over time. there 
will emerge in China a host of enterprise groups. prob- 
ably to the tune of hundreds anc thousands Clearly. it 
would be totall, incompatible with the management of 
modern socialized mass production and would put a 
heavy burden on state organs if all of them are listed 
separately in the plan in national cconomn management 
depariments The fundamental solution is to speed up 
the reform of the economic management system This 
aside. the state must draw up approprate laws and 
regulations without delay to spel! out clearly the basic 
requirements an enterprise group must meet if it 1s to be 
listed separately in national cconomn management 
departments as well as the procedures principles. and 
substance National economic management departments 
too should improve their management methods. reds. 
recting their focus to the comprehensive balance of the 
national economy and making the industrial policy more 
scientific They should use the tas rates interest rates. 
and prices for economic leverage more frequently and 
avord directly interfering in the operations of enterprise 


groups 


IV. Similarities and Differences Between t nterprise 
Groups and (,roup ( ompanies 

To expedite the development of enterprise groups and 
improve their management it 1s imperative that we have 
a clear undersianding of the semilaritics and differences 
between enterprise groups and group companies Here 
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we caplore the matier from the perspectives of economic 
functions and legal development 


Papen Gee aS Gap companies Gan Gs fol. 
lowing similarities 


| Both are economic organizations engaged in produc. 
Hon activities 


2 Both are made up of a certain number of enterprises 

In both organizations, the basic unit is an enterprise that 

ee eee eae 
y 


\ The relations between the members of an enterprise 


group are characterized by specialization, cooperation. 
and association The same is true for the group company 


The enterprise consists of enterprises that are 
semi-closely or joined together as subsidianes 
and affiliates. as well as the group company 








arisen 
under China's economic management system Each 


| Hamstrung by their lowly social and economic status. 
some enterprise groups cannot undertake the macroeco- 
nomic regulation and control aspect of industrial man. 


are On & par with other enterprises and do not 
have any power to control other enterprises 

3} Some enterprise have their own special eco- 
nomic interests If enjoy certain state administra. 
tive and authority it would then be difficult 
to carry out the national industnal policy and other 


economic policies 


4 By virtue of their special economic interests. enter. 
prise groups often come into conflict with enterprises 
outside their own groups The result 1s an uneven playing 
field. with a string of repercussions 


§ To entrust state administrative and managenal func. 
tions to the enterprise group may give mse to super. 
monopolistic behavior thereby stifling economic 
vitality 


6 The inevitable result 1s to fuse government adminis 


tration with enterprise management We know from our 
experience that this kind of economic management 
system does nothing to help enterprises concentrate their 
energies on making their operations a success or 
improving their economic performance Nor does it 
contribute to making state economic management more 
screntific or effective. On the contrary. it may create 
confusion responsibilities will not be clearly delineated. 
responsibilities and power will not go hand in hand. and 
rewards and punishments will be given out unfairly 


On the other hand. China's existing economic manage- 
ment system 1s highly centralized. charactenzed by an 
undue emphasis on administrative management. local or 
sectoral separatism. and a fusion between government 
administration and enterprise management In such a 
system, industrial management work 1s ineffective This 
being the case certain enterprise groups will continue to 
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od ond thus possessed a more positive signifi. 


Al present. warchouse storage in the circulation 


under the slight adjustment of the 
has begun to be reduced in size and by the end of 


took place 
was made 
rapid increases in the gross volumes 


the balancing of total supply and demand in 
@ Gama Gh can, & Go ent 


half of this year with that in the two preceding 
and in the matenals resources system were 
reduced 45 3 billion yuan compared with the carly part 


SS In 1989 the 
of the year. and after deduction of the seasonal factor. 


_ on the whole country. warehousing of commercial 


ut 


showed a decrease of over 20 billion yuan compared with 
the corresponding penod last year Following the gradual 
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reduction in the ‘swelling of warehousing in the circu: 
lation sector, there will be an easing of the situation of 
indusinial enterprises stockpiling finished products 


2 Improvement in the imbalanced condition in eco: 
nomic development 


As seen from the various localities, an overall develop 
ment patiern has appeared The gross output value of 
indusiries at the township level and above was |.126 
bilion yuan, a |3.4-percent increase over the corre 
pence period last year There was a universal increase 
in the 40 provinces (regions and municipalities), while 
the “ee on pe oS o—. 
ment. Since t an t , 

in the inland areas of Henan. dichuan, oa and 
Xiny was obviously higher than the average level in 
the country Market sales in the various localities 
also showed an overall rise. The rise in areas showing a 
large increase was around 20 percent, whereas in areas 
showing a smaller increase it also came up 6-7 percent 
On the other hand, in the corresponding period last year, 
the industrial gross output value in seven localities fell 
and there was also a fall in the retail sales volume of 
social commodities in 18 regions. 


As seen from the various kinds of economic constituents, 
it may be found that with nonstate economic units still 
maintaining a higher degree of development, state eco- 
nomic units have concurrently accelerated their devel- 
opment and their leading role has been enhanced In the 
first half of the year, the total output value of industries 
under the s of ownership by the whole people 
increased & 9 percent over the corresponding penod of 
last year. industries under collective ownership increased 
194 percent. while industries under other economic 
systems. principally foreign-invested enterprises. 
increased 42 4 percent. The ratio of the output value of 
newly established industnes owned by the whole people 
in the output value of all the newly increased industne: 
rose from 14.2 percent in the corresponding period las. 
year to 44.8 percent. In the total volume of retail sales of 
social commodities, those sectors of commerce run by 
the whole people. collectives. and individuals all showed 
of development. with commerce under the system 
ownership by the whole people increasing | 4 percent. 
collective commerce. 7.6 percent, and individual com- 
merce, 15.7 percent. The ratio of the volume of retail 
sales under whole-people commerce in the total volume 
of retail sales increased from 39 7 percent in the corre- 


sponding penod of last year to 40 | percent 
4 New steps taken in economic reform 


As a result of the successive plentiful harvests in the 
preceding two yvars. and the sources of social commod- 
ites being relauvely plentiful and sufficient. which was 
beneficial to stabilizing the residents’ consumption psy- 
chology. a good environment was created for price 
reform Following relatively large steps taken in price 
reform im the fourth quarter of last year, since the 
beginning of this year. the state has readjusted the prices 
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of steel materials, pig iron, crude oil, oF! products, coal, 
and railway transportation, carried out the " of 
tracks in cement prices, and, particularly, 


eft 
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remain prices 
country fair trade fell, and that the state had resorted to 
the measures of cutting down the prices of stockpiled 
commodities in the course of price readjustment 
thus neutralized the effects of price 

ertheless, in certain large cities and rise 
of manufactured products related to grain and edible oils 
was rather high. which put the price rise of the means of 
living and of certain service items on a rather high level. 
In the first half year. compared with the 


| 


period of last year the price rise of the in 
35 large cities and towns was higher by 6.9 pe: cent and in 
June the extent of the price rise was as high as 10 
percent 

This year 1s the first year in which the country’s foreign 
trade units carned out the reform calling for their being 
solely responsible ‘or their own profits and losses. The 
new measure further activated the enthusiasm of the 


enterprises engaged in foreign trade According 
tics compiled by 
amounted to $30 4 billion, an increase of 18. 
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the state's foreign 


of macroeconomic adjustment and cont 
expanded the operational ground for China's 


2 
2 


i 


4 Fairly good summer harvests in grain and edibic oils. 


conservancy construction and development of agricul- 
ture with scrence and technology In the summer season. 
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In order to acheeve the overall acoomplehment of the 


years fational cconomn and wil 
and cnabic the national economy to progress in 
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Difficulty three tis difficult to umprove the mia of bank 


loans With poor enterprise efficrency and the predom). 
nance of ‘three category funds.” departments concerned 


ively 
Given the present state of affairs. 1 would be difficult to 
accomplish the readjustment of mia and indus. 


OW 1712004691 Beying TINHUA om Enelich 
141° OMT 16 Dec 9! 


Text) Hangzhou. December 16 (XINHL A}—Zhenang 
moe on cast China has fulfilled this vear's industrial 
production target one month ahead of schedule 
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By the end of November the province had accomplished 
4 total industrial output value of almost 171.76 billion 
yuan. increasing 25” percent over the same penod last 
year 


The province has adopted a sernes of special policies and 
Measures to invigorate state-owned enterprises, which 
have resulted in prominent economic efficrency 


Compared with the same period last year, the output 
value of state-owned enterprises in the first || months of 
this year increased |4 percent Sales volume had an 
increase of |? percent Pre-tas profits had an increase of 


16 percent 
SMALL-SCALE ENTERPRISES 


Future of Hunan Rural t nterprises 


92CE0064B Chanesha HUNAN JINGII [HUNAN 
ECONOMY) in Chinese No & Sep 91 pp 49 


{Article by Nie Guangque (6200 034) SHOR) ct al 
“Where the Hope of a Glonous Boihant Future Lies— 
Thoughts on Hunans Rural Rise to Another New 
Level”) 


[Text] Vigorousty = rural enterprises is an 
important way to invigorate Hunan’s rural economy and 
even the national economy Back mn 197) when Changde 
County s ( aypagang Commune opened its first cement 
factory Mao Zedong wrote in the plant's bulletin. “Here 
hes the hope of a gionous. brillant future.” which 
reflected his assessment of the rise. the status. and the 
role of rural enterprises In 1973. Hunan was the first in 
the nation to set up a brigade enterprise bureau to give 
rural enterprises stronger leadership and support But for 
various reasons the devclopment of rural enterprises has 
taken a torturous course and by 1978. their total output 
was still worth just a litth more than 2 $4 billon yuan 


lt was only after the Third Plenary Session of the | ith 
Party Central Committee and especially after 1985. in 
the wake of the implementation of thorough reform. that 
Hunan’s rural enterprises became a rising new force and 
embarked on the road to a healthy development and rose 
to a new level Prowncewide the number of rural 
enterprises increased from 670.000 im 1985 w 1 10 
million mn 1990. total employment rose from 3.27 ml- 
hon to 4.18 milhon. total output value increased trom 
9 89 bilhon yuan to 25 139 bilhon yuan. msing at a rate 
of 2! percent a vear to become a force to be reckoned 
with in the national economy 


The 1990's marks a penod critical to China's achreving 
the four modernizations If we «ont to achieve the 
gionous goal of quadrupling the province's GNP by the 
end of the century. Hunan’s cconomy must grow at an 
average rate of 6 5 percent a year If we want to turn the 
10-year program and the Eighth Five-Year Plan into 
reality the province's rural enterprises output value 
must mcrease at a rate of 15 percent a vear mm order tu 
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reach 50 billion yuan by 1995. doubling the 1990 output 
alue. and then double the 1995 output value again in 
the year 2000 Can our rural enterprises shoulder such 
heavy responsibility and rise to another new level” In our 
opimion it ws entirely possible 


. We Mest Have ( onfidence in the Rural | nterprice 
Yh 44 

First, rerel | development and rive to another 
nee level is with the objective laws of China's 


percent of the population The task of 
industrializing and modernizing the countryside is 
indeed arduous The province's rural economy's lack of 
diversification and its rural enterprises are its weak- 
nesses. Cirain crops account for as much as 73.5 percent 
of the total output value of the province's cultivation 
industry. which 1s 6.6 percent higher than the national 
average of 66.9 percent. and the per capita rural enter- 
prise income is only one-third that of the natica’s 
average Such poor economic structure is the main factor 
holding back the development of Hunan’s rural 


ments to turn the situation around We must rely mainly 


on developing rural enterprises. on diversification and 
on developing agriculture. industry and commerce at 


the same time to help the rural economy forge ahead in 
breadth and depth and grow bigger and stronger This is 
the only way to industnalize and modernize the coun 
tryside 

Second, the 

already 





capacity which in turn has produced a large surplus labor 
force in the rural areas This surplus labor force has 
turned mainly to the rural enterprises In the | 980's. the 
province's rural enterprises absorbed 4/8 million rural 
workers. or 20 percent of the province s total labor force 
By 1990. more than | 20.000 workers. or one-third of its 
rural labor force were employed in rural enterprises in 


Changsha ( ounty 


JPRS-< AR-9) 00) 
14 January 199) 


2 The development of rural enterprises has optimised 
the rural industrial structure The total output of the 
province's rural enterprises has grown from 9 6 billion 
yuan in 1984 to 25.119 dillon m 1990. with 
industnal output value increasing $1) billion yuan 
to 13.7 bilhon Rural enterprises now account for 
45) percent of the province's total rural social output 
value. and rural indusirial output value now accounts for 
23.4 percent of the ince’s GVIO [Gross Value of 
Industrial Output} In Changsha County where rural 
enterprises are better developed. the latter accounted for 
64 7 percent of the rural social output value in 1990. and 
rural industrial value accounted for 9! percent of 
the county's GVIO. The nse of rural enterprises has 
changed the nature of the province's rural industnal 
structure and economic structure and has brought the 
province a big step closer to industnalization 


3 The rise of rural enterprises has given impetus to rural 
economic development Under the Seventh Five.) car 
Plan. the province's rural enterprises spent | 043 billion 
yuan on industries that could help develop agriculture 
and on public undertakings to develop the countryside 
This was twice the amount spent by the state to ad 
oe ae Yt In the last |) vears. 

County's rural enterprises have spent 4) mil. 
hon yuan in direct input on agricultural capital construc 
tions to improve agriculture production conditions and 
accelerate the all-around development of commodity 
production In 1990. on top of several years’ continuous 
Steady increase in grain production. the county again 
managed to increase grain output by another 2 98 per. 
cent over the 1989 level. output value from its divers: 
fied operations also grew § percent. and hog production 
increased 15 0 percent 


4 The development of rural enterprises has increased 
the peasants income Statistics showed that under the 
Seventh Five-Year Plan. the province's agricultural pop- 
ulation earned ana of 395 yuan per person in the 
rural enterprises. In 1990. in Linfang County's Taping 
Village where rural enterprises had developed rapid!) 
the average per capita income earned in the village-run 
enterprises was |.624 yuan The development of rural 
enterprises has contributed much toward helping the 
peasants escape poverty attain wealth and become 
relatively well-off 


§ The development of rural enterprises has increased 
society's effective supply Rural enterprises produce a 
vanety of goods. including chemical, mechanica! and 
electncal products. mineral products. foodstufl natiyc 
products. animal products. textile goods garment and 
arts and crafis. and their quality 1s constantly impro. ing 
Under the Seventh Five-Year Plan. 490 products put out 
by the province's rural enterprises were named bes! 
products by the province or depariments and four 
received national awards. 160 products were new prod 
ucts not previously found in the province or anywhere in 
the country When these products reach the market they 
greatly increased society's effective commodity supply to 
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meet market demands and played a very important role 
in casing the scarcity of consumer goods 


6 The development of rural enterprises has increased 
the state's financial revenues During the Seventh Five: 
Year Plan period, revenues del by the province's 
rural enterprises grew from 460 million yuan in 1985 to 


1 14 billion yuan in 1990, 5 al an average rate of 
2) percent a In 1990. County's revenues 
exceeded 100 millon yuan, and 58.3 percent of the 


industrial and commercial taxes delivered to the treasury 
came from rural enterprises Rural have 
become an important source of the province's revenues 


First. all of their economic activities are conducted in the 
market where there 1s intense competition. and so they 
have formed their own market-onented mechanisms 
that help develop the commodity economy They have 
accumulated precious exapenences in breaking the allo- 
cate-and-transfer economic mold which was pr. 
marily on mandatory planning and have gradually 
embarked on the road to developing a planned com- 
modity economy which 1s based on the public-ownership 
system Second. rural t of town. 
ship-run. village-run. household-run. and joint- 
household enterprises at the same time has smashed the 
old mold which permitted only one ownership system 
They have set an example and showed that several 
ownership systems can exist in the economy at the same 
tome and together they can help develop society's pro- 


ductive forces and in Hunan's economy Third 
rural enterprises’ ron of different forms of con 
tracting. leasing. and other economic formats has given 


collective-owned, collective-operated management 
format They have gained precious caperiences in 


come up with a set of enterprise 


onented tenure system have created a competition- 


system and personne! system Lastly rocval enterprises 
prece-work wage system vanable-wage system effi. 
crency -based wage system. and bonus-pay system have 


ECONOMIC “ 


given rise to an allocation system which is based on the 
principle of distribution according to work and have 
paved the way for overcoming Hlarianiem and 
smashing the practice of cating out of the big pot 


The above factors have laid a solid foundation for rural 
enterprises rise to another new level in the neat 10 years 


Third, the Party ( entral ( ommitice's and the 

ee ratified by 

People's ( ongress have set the direction for 
Aye rive to another new level 


The “Proposal” and the |0-Year Program and Eighth 
ve- Year Plan point out that in order to develop rural 
enterprises, we must diligently follow the gurding prin- 
ciple of active support. proper planning correct guid- 
ance, and siringent management” we must “further 
readjust the structure improve product quality and. on 
the premise of impros ing economic maintain 
Ty afd oy This demonstrates that the 

entral Committee and the State Council have a 
ve attitude toward developing rural enterprises. 
60 ong as we hold steadfast to the gist of the 
“Proposal” and the |(-year program and the Eighth 
Five-Year Plan. we can guarantee that the rural enter- 
prises will rise to another new level in the neat 10 years 


2 


11 Reasons for Hunan's Rural t nterprises Stow 
Development 


Hunan’s rural enterprises had an carly start. but their 
development have been siow During the Seventh Five. 
Year Plan penod. the nations rural enterprises grew at 
an average rate of 28 percent a year but only 2! percent 
in Hunan. the output value of the nation’s rural enter- 
prises accounted for 60 percent of the rural society's total 
output valuc, but only 48 percent in Hunan the nations 
rural indusinal output valuc accounted for one-third of 
the total GVIO. but less than one-quarter in Hunan the 
rural labor force transformation rate of the nation’s rural 
enterprises was 2) percent of the total labor force but 
only 16.5 percent in Hunan Hunan lags even farther 
behind the fast-growing provinces (see table below) 





A Comparison in the Development of Rural | aterprises 
Betecen Hunan Province and Several Other Provinces 


- 





Previer 1978 Corps Sater 1089 COmeper Vater 
bleee wae biher ene 
Hunan Province 7 )™ | Pn Pa, 
hangee Province | ’ | + u06 
Zhenang Province 7 | as vas 
Guangdong Province | i | <8 tw 
Shandong Province | ‘ | ae. sae 
Mute: Province I 7 i se 101 
From the above table « « clear that compared to the 


fast-developing Jiangsu Shandong /hejang and 
Cruangdong provinces Hunan » far behind Even when 
compared with Hube: which used to he even poorer 
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than Hunan. the former has taken the lead This dem. 
onstrates that although Hunan's rural enterprises had an 
early start thes development has been slow 


Why have Munan's rural experienced slow 
growth despite the carly start” are Many reasons 
and in our opinion. the following are the most impor. 


enterprises and depict them as the source of unhealthy 
tendencies and make rural enterprises their scapegoat 
dampening the enthusam of the village cadres and 


hampering the development of Hunan’s rural enter. 
prises 


Two. there is inadequate input in rural enterprises Rura! 
enterprises are the offspring of agriculture they have a 
low starting pomnt when it comes to thei equipment 


400 million yuar., one-half the previous year's amount, 
and 1990's input was cut back even further, Because of 
the reduced input. and because rural enterprises buy 
their raw materials and sell their goods in the 

s© their cost is high and profit is low, they have little 
ability to accumulate on their own 

their own technological transformation. So long as rural 
enterprises remain underdeveloped, they must count on 
more input in order to output, and if input is 
lacking. 1! will be difficult to increase output. 


Three, we fail to make adequate and Nexible use of the 
existing policies. The State Council and the provincial 
government have drawn up many policies to facilitate 
the development of rural enterprises. In terms of policy, 
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problem is that Hunan has been inconsistent in imple. 
menting those policies. and some policies have never 
been put to effective use With respect to the adminis- 
tration of rural enterprises by trade, some local regula- 
tons are not conducive to the development of rural 
enterprise. some even contradict the State Council's and 
the provincial ment’s provisions, thus under- 
mining the t of rural enterprises 


that certain products were hot-sellers, and without 
careful studies or adequate proof and market forecasts. 
they rushed into those businesses blindly. only to shut 
down after those enterprises went into production 
because the market situation had changed For example. 
a few years ago. the cement market was brisk. and many 
localities started their own cement production. but 
within two years’ tome, the sale of cement slowed, and 
many cement plants had to close down Or as another 
cxrample. when linen sales were hot back in 1986. many 
villages in the counties into the production of 
fine linen and when sales later. many linen textile 
mills had to shut down This kind of recklessness ser- 
ously hampers the development of rural enterprises 


Five, the old system under which “government and enter. 
prises are one” has not been smashed. Rural enterprises 
are an extension of brigade enterprises which are the 
products of the old system under which “government 
and enterprises are one © These rural enterprises, which 
owe ther birth and development to administrative 
power inevitably become the appendages of the town 
and township governments. and the latter will always try 
to interfere im matters concerning these enterprises 
personne! finance resource. production. and supply In 
the carly stages. when rural enterprises first came into 
being. the harms rendered by this kind cf government 
control were not obvious To the contrary. it even played 
a positive cole in galvinizing and organizing the people to 
gather funds recru:t workers. and make land-use 
arrangements But today the number of enterprises has 





greater 
development of rural enterprises are basically t 
on their versatile management mechanisms, but « 
of the rural administrative interference, these enter: 


prises’ Management style, hiring system, allocation 
| rigid. and 
this seriously undermines enterprises’ ability to develop 
on their own. 


To achieve the goal of Hunan's rural enterprises 

on another new and level, we must accelerate their 

—— maintain fine quality and efficiency, and 
on the developmental path which 


realizing the second step of the strategic national eco- 
nomic goal As mentioned carter. during 
the E Five-Year Plan period, Hunan’s township [as 
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to acommplish this glorious but difficult task Further. 
more. Hunan's rural enterprises have fallen behind the 
national average and lag even farther behind the fast- 
— fraternal provinces and municipalities For 
example. Jiangsu has put its economic development on 
the “skyscraper” of rural enterprises. The output 
of its rural enterprises topped 104 billion yuan in 1989 
and increased by another big margin in 1990. Rural 
enterprises are the “+mportant other half of that prov- 
ince’s economy. If Hunan fails to catch up with the 
others. 11 will lag farther and farther behind But to catch 
up with the fraternal provinces and municipalities. it 
must develop its rural enterprises at a much pace 
than the others. Looking at it from this perspective. we 
must foster a sense urgency in developing rural 
enterprises vigorously and really accelerate the rate of 


rural enterpnse development 
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Practicing the mised strategy © also conducive to 


On the contrary the successful shifting to 


guidance virateg) of Mied 
grout consequences and the prospect of ex 
opment would prota, be far better 


certain degree of cen completely t 


the capacity of technotagical dev chopmen: 


accelerate the wale economy, and therefrom epeed up and the capacity of forming complete wets of equipment: 


indusvinalizatvon = second 


a the technologycal and equipment ieve! 


if a country used more = and to stepping up the independence and competitiye 





JPEN AMO) GOI 


14 Jemwary 199) ECONOMIC a 
Throwsh Comparnon of the hitery of economn achieve expanding world trade (he open international market 
2 bef tg 3 - pt, LF, — eRe eR en en ee 
different strategies World eaperts dimovered that = conditions for the + -~ 7 the four email 
ihe Fate of ecoROM growth. the fate of export growth dragons =) Ama Take Tawar ince China for 
ihe Ranges of) onduetnal structure. the increase i instance Ite exports to the | anted and Japan from 
cmploy ment opportunities and all-element productiy ity 195) to 1976 bascally accounted for more than half of 
of the export guedance type ¢ ee ee its total exports and reached 6) 4 percent the highest Its 
obvrowsly Better than those of the impor imports from the | ated States and Japan accounted for 
ope of Cowntnes those cowntnes that purnwed miaed a even higher percentage of its ymport total and reached 
vifateg) (hough wore than those of the export guidance ‘8 percent (he highest 4 larger percentage of imports 
ype cowntnes are on general better than those of the reflected the utilization of astance from the United 
Um port sab stitution type counties Mates and the long-term preferential loans from the 
| nited Mates and Japan maf a ty —y- + 

hone of Lede Stretegy equipment in large quantity two cowntnes 

= Cuapes had fared its technological level and upgraded its indus: 
(1) Eaternal Eavironment and Chinas Choe of = inal structure and created conditions for expanding 
Strate) aoe A rep € cae a © 

vorable terms of Tanwan and showed 

Man, factor im luding fewurces tech markets of the | ited States and Japan were highly open 
hooey) CORON systems of a country and the to Tarwan The situation of South Korea was quite 
nlemnatonal environment it Would be taken M0 sinsigr The industrial restructuring on several occasions 
acount if a comprehensive way to determine whether 1 of Western developed countnes wace the 1980's have 
showkd hange over to exapon Mrategy OF MINED ain, provided them with many opporiuniies After we 
virategy The external conditions China faces are Ov) oniered the 1990's tremendous changes have taken place 


ously wore on Sep eS we Se 
\va and some emall Furopean countries Take the ” 
whe) Seager” of Ase for example. the huge 
aversiamc and vawestment from the United 
Westos (owntres helped them make 
am ont of wafawvoratle trade balance during 
pm ost of carryeng owt the export guidance 
wee (he problem of foreign exchange gap 
Of S@etrmctitg Cooneorter and 

the scenstlon euuienliy Gavel thamke Oni 
Some oowntnes on South Amenca Bragi! for instance 
reed on « large quantity of loans (term not quite 
favoramec) to make up the foreign exchange gap in the 
course of carryeng owt the eaport guidance tirategy and 
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(Note Sewroe Carne Econom 
mutated ture from 1970 to 1989) etich accounted 
onl © percent of Chena’s construction funds during 
pemod The accumulated total of direct investments 
‘orem oo apetah actually used eas only 
whch eccownted for pest a little more than | percent of 
the a omeulated funds used for construction in (hina 
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The | O's and 1970's were a rather prosperous pernod 
for the world coonomy and trade inuout 


in the onternational environment trade protectionmam 


mer ground international competition was 
eu mtense and the world economy, and 
trade has entered a penad of doe ( hina has not 


technology intensive capor indusines and to capand 
caport As (hina © 4 country with a vast territory and a 
very large population it can only create some conditions 
for a number of areas (coastal areas) and a number of 
industries (hight and teatile mmdustries) to capand 


capers 


Judging from the caternal environment i 1 probably 
more surtable for ( hina to choose the mised strategy (2) 
Large ( owntry Effect and ( hina's Chore of Strategy 


In the book Jape of Dewliqpmen: (9501970 (Note 
Tope of Development 1950-1970) wansated by Li 
Xinhua ct al ees 8 caus ot eee 
of Economn Scrences) HC hannah and hin 

ested the wate effect as an omportant factor that deter. 
muned the type of trade of a country The research 
results showed that the process of accumulation the 
process of resources allocation the of trade and 
the structural changes of large countries had quite a large 
deviatron from the standard type (Note By dandard 
type ot referred to the general type of coonomn devel. 
opment H ( hannah and he colleagues acquired on the 


processes of nearly 10) sample countnes according to 
the GNP changes per capita) The deviation 
volume eas the most obvious cupreson of 
effect and on ever level of moome the impor and 
export trade volume of large countnes accounting for 
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ahalvindl "etheds wah a: Malhemaln dl Malin’ to 
e Larmine (he harmon: of Fenny © Range fates (nC Aine 
a! ware periads unce 108) Dr Huang Zemin: | 806 
jai On bree Convermon of the Renmunty 

mrrntly reasons why the renmuinty cannot he 
ei hanged and the resultant negative eflecty 1 pont: ont 
the Um portianl econome feance of the renmuinhs 
he omunge @ feel)  onvert cwrren) and caplore: the 
pei methed: and dem to te taken to make the 
renminh freely convertible Overall the alorementioned 
fom paper: all have one frevk feature namely thal theo 
retnal research closely linked to realine Thus they 
hold postive reference value for the reform of the mone 
tary ceetem thal oo currently underway in (hina 


has remained constant a long time. consequently i! 
has lost its regulatory role as an economic lever —? 
thes penod domestic price reves far exceeded the leve! 

price rises on the world in general thus the current 
exchange rate 1s overvalued. and an exchange rate set at 
an overly high value 1s detrimental to economic devel 
opment This shows that the prevailing renmint: 
exchange rate policy 1 no longer able to deal with huge 
changes in external economic relations and must be 


hand neither can (hina presently let the cachange rate 
float independently) Since the renmint: is not a conven. 
ible currency it cannot rive and fall freely internationally 
the way that western curre cress do (hina cannot 
institute cont fluctuation either because the gov. 
ernment lacks the means to control exchange rates that 
western countries have as was sand carher in thes article 
Therefore China can only regulate the exchange rate on 
the basis of a body of criteria meaning the adjustment of 
exchange rates through management by objective 


offers chonces as a macroeconomic control method In 


domestx price levels. thus application of fiecal and 
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freedom of choice for those supplying and requiring 


ive mode! requires attendant — foreign exchange. and no administrative intervention 


lumitation on sources of foreign exchange. no restriction 
the removal of restrictions on the Thies will not produce a sharp mse in the price of foreign 


on the amount of money. no price restrictions. complete 


State Foresgn Exchange Administration is to organize a 
committee in conjunction with designated bank or finan. 


cial institution representatives for the purpose of exer. 
cising supervision and contro! of the market making 
(4) Limits on administrative intervention The principle 
to be followed in the allocation of foreign exchange 1s no 


decisions on mayor problems 


The monetary authorities use the above four economic 
vanables as policy objectives in estimating the targeted 


exchange rate and regulate the exchange rate elastically 


on the basis of thes body of indices. thereby achieving the 


preset objective limits | 
+ Removal of Restriction: on the Foreign fF uchange 


exchange because the price of foreign exchange 1s limited 


by the ability to pay of units buying foreign exchange A 
tively. loosening and tightening of cxamination and 


established to stabilize the allocation price Alterna. 


notably 


calization of an 


R 
conditions, 
for the shortcomings and imadequacies of the centrally amount of fluctuation of foreign cxachange prices may be 


ducing a fairly complete market mechanism to make up —s foreign exchange equalization fund that regulates the 


planned allocation of foreign exchange thereby ensuring 
the ratvonal allocation and fullest use of foreign exchange 


foreign cxchange market This means reform of the 
cxrsting foreign exchange regulation mechanism intro- 





JPRS-( AR-92-001 
14 January 199) 


ECONOMIC 





23- 
: sae i 


Hi 


Hy 
ft ae 
i Lf 


ih ih 


ama aa 
ea: i147: eee tetas HY 5 3¢ = bt 
i mda, dif ty 
tailahd Waatedtres Go Le 
sian REUSE oe a 
ele a ni Bee G2 
sas S =SE2=*se 2 £oz a = 

: HP i pl ira: HIS EAE $35; u Fi 
i ji NHN Fine 
ia alee ities ih 
Le ea 

st> 25gs¢ : tpg chiss ists 
: Mi it lieg} i ;: 


ultimately 
first 
within 


rates. 
— 
i on of 


TH 


Bue 
hi il 


Eh 
lh lathe alt 


Hrs styyy f ott tor 
rate may be done in the ing two ways First is a 
gradual narrowing of the difference between the two 


Ci 


ee. these 


alls : th 





14 January 1992 


analyze briefly the main clements of Fujian Japanese 


trons and Trade and Existing Problems 
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Fujian and Japan developed smooth!) and rapidly on the 


production have been increasing gradually 
both import mia and export mis are getting beticr 
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H Ihe adjustment of the trade imbalance in the carly 
1980's Fupan- Japanese trade was seriously ow! of bal 
ance Between | 980 and (985 Puyan ran up & Wade 
defies’ year after with a combined shortfall of 
$)'\66 mulhon The grow trade unbalance was an 


trade In (986 Fupan omports from japan 

sharply by °O percent. of $14.49"! [as puttished) 

1985 driving down bilateral trade 46 percent Thi 
vituation did neither Japan nor ( hina any good Sunce 
1986 Fuyan has been adjusting the trade imbalance 
Japan too has responded ith postive measures In | 98” 
and (985 therefore a bas balance was restored to 
bilateral trade even as the overall wale of trade steadily 
expanded sith ( hina running a mal! surplus |! 1s also 
worth pouting out that Funan managed to balance its 
trade with Japan before ( hone did wo only mm 1988 Gd 
China largely balance its trade with Japan The adjust 
ment of the trade imbalance between Funan and Japan 
of hestoncal umportance for the Continued developmen, 
of bolateral trade 


( The changing relatewe omportance of the Japanew 
market in Fupan trade As indicated in Table ) between 
19°9 and 1988 caports to Japan rose steadily to account 
for about 20 percent of al! Fuyan caports an increase of 
6 7) percent Meanwhile omports from Japan first row 
and then declined as a share of al) Funan omports in 
198.2 omports from Japan accounted for a high 6! 16 
percent of all Funan omports and then sipped to | > 
percent mm 1988 The ree mm caports to Japan and the 
decline in omports from that country reflect a ratronal. 
wwation of the province + foreign trade im term of gro 
graphical distribution in other words « has been 
ciporting more to developed nations cven as it ceased to 
be overly) dependent on a particular matron as the sap 
pher of ts omports Nevertheless ee must admit that 
since Japan is the premier advanced industnal nation in 
Asia and the Far East Fuyan should allow imports to 
shighthy caceed caports in order to rmprove the quality of 
the province s emport mi and upgrade its technological 
level. ewen as f striwes for a has balance mm ote trade 


with Japan 


To sum up the overall sale of Funan-Japanese trade has 
heen increasing rapidly and the structure of Delateral 
trade has also heen adjusted and improved continuously 
The general trend 1s toward healthy and smooth growth 
But the development of Funan Japanese trade ms also 
beset with problems that have yet to he resolved For 
crampic 


First the appreciation of the ven The appreciation of 
the currency of a trading partner » normally favoratic to 
us on that :t well emcrease Our Commodi) cuports and cut 
down on oemports In the epecifx case of Funan Japanese 
trade. however « does not work owt that way The 
reason « that owr caports oti!) are mosth made up of 
primary products with lnmited demand clasticity sw that 
ee cannot take advantage of proe changes In contrast 
the adverse effects of the appreciation of the ven on the 
import side have been strrking In recent years as Funan 





caperences a rising demand for al) sorts of Japanese 
made machinery 4, tex and raw mate 
reals as well wea of ewential matenals used in 
agriculture i 1s forced to abeort the additional impor 
cots resulting from a More capensive yen 


the long-term imbalance in bupan Japanese 
As a result of China's drive to improve the 
eoonoOMK eMvironMent and rectify the economn order 
and its foreign trade poly a balance has been restored 
to Fupan-Japanese trade for the time being But the 
fundamental patiern of vertual division of labor has 
remained largely intact As long as there 6 a wide gap 
between Fujian s demand for Japanese products and 
Japan + demand for Fujan products no hase exists fora 
long-term balance in bilateral trade A: different points 
im the future therefore (hina «il! unavondably find 
itself constantly running up an untas orable trade balance 
with Japan which 1s hound to hamper the expansion and 
wnadermine the long-term stability of bilateral trade 
Even for the | 980's Fuyan stl! has an accumulative 
deficit in its trade with Japan 


Third the invisible barrners surrounding the Japanese 
market There has developed over the vearsa closely knit 
cooperation system within Japan between production 
enterprises, between production enterprises and com. 
and between commerc al houses The 
« Market « characterized by an intense 
( owpled with the traditional habit of the 
to buy Japanese and nsing protec- 
m world trade this has put barner after barner 
path of foreign goods intended for the Japanese 

In t vears the Japanese Crovernment has 
gestures in the direction of trade 
has taken some moves to open its 
as they wy tt takes more than one cold day 
river to freere three feet deep Japan still has a 
to go before its domesin market 1s open enough 
satisfy the demands of the international community 
Given the competitiveness of its commodities and its 
methods of competition Fuyan Province is not lrkely to 
achieve any breakthrough on the caport front 


Fourth the wsuc of market return Fupan has worked 
hard in the last few vears to adjust the sources of 
its WMports tentatively reversing the unfavorable trend 
toward over-dependence on Japan as the suppher of its 
imports (in '98) 61 16 percent of Fupen’s unports 
came from Japan ) (herng to a comsumption meria™ 
resulting from | ‘ert tas however some agen- 
ces and enter, as suMstantial numbers of 
consumers mm FL. os ain strongly attached to Japa- 
nese imports (nce t.  olecy 6 lyheralired of controls 
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are lifted. it will be very difficull to prevent Japan from 
again dominating as the source of mow of Puyan’s 
imports with all the attendant unfavorable conse: 
quences We have to find a workable solution to all these 
problems through practice 


Table 1 —4 hanges in Fujian's I rade with Japan in tens of 
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Table }—National Origins of Foreign Capital Utilized by Fujian (in tens of thousands of dollars) 
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| The Association of Southeast Asian Nations [ASEAN] consists of five nations, namely, the Philippines. Thailond, Malaysia, Singapore. and Indo- 





of Economic Cooperation and Development (OBCD] includes Germany France the Netherlands Denmark Sweden Switrer 


d The < 
land the 'S. Australe, and Austra 





Source Four Decades of Fujan's Foren Economic Relations and Trade. 1989 





























Fable 4—Japanese Tourists in Fujian 
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Excluding compatriots from Hong Kong. Maceo, and Taiwan 


Source four Decades of Fujian’s Economic Relations and 
Trade p 105. “Statistical Yearbook of ” 1990, p 300 





2 Attracting and Utilizing Japanese Capital and 
Attracting Japanese Tourists 


Besides trade, attracting and utilizing Japanese capital 
and attracting Japanese tourists to Fujian are two other 
mayor elements of the province's economic relations 
with Japan According to statistics, since 1979 Fujian 
has attracted and utilized more capital from Japan than 
from any other country in the world. The number of 
visitors from Japan too is steadily on the rise. 


Japan is one of the first nations to invest in Fujian. 
When Fujian opened itself to foreign capital in 1979, 
only two countries, Japan and the U_S., had investment 
in Fuyan, the former investing $1.8 million in the 
province that year. The data presented in Table 3 indi- 
cate the upward trend in Japanese investment in Fujian 
in the 1980's. In 1984-1988, for instance, Fujian utilized 
a total of $841.50 million in foreign capital (including 
Hong Kong and Taiwan capital), of which $267.7! 
million were Japanese capital. more than the combined 
investments of all 10 member nations of the OECD. This 
represents 31.8 percent of all foreign capital utilized by 
Fujian in that penod. making Japan the top foreign 





investor in the province. After 1986, in particular, Jap- 
anese investment in Fujian su for two consecutive 
years, —_ 6.59-fold, or 67.88 percent in 1987 and 
1988, respectively, compared to the preceding year 


Most Japanese investment in Fujian is indirect invest: 
ment and takes such forms as bonds, government loans. 
and spot exchange bank loans. Only a tiny share of 
Japanese investment consists of direct investment 
Between 1979 and 1989, direct Japanese investment in 
Fujian amounted to $18.19 million in all, less than § 
percent of all Japanese investment in Fujian in the same 
period. In 1989, direct Japanese investment in Fujian 

$3.9 million, still a modest share of all Japanese 
nvesiment in Fujian for that year. Note that changes in 
the overall level of Japanese investment in Fujian and 
changes in investment methods are somehow intrinsi- 
cally related to changes in the scale of bilateral trade, 
particularly Japanese exports to Fujian Through a com- 
parative analysis of Tables | and 3, we notice a remark- 
able synchronization between the overall scale of Fuyjian- 
Japanese trade, Japanese exports to Fujian, and total 
Japanese investment in Fujian since 1984 We may also 
notice another fact, namely that direct Japanese invest. 
ment in Fujian moves in the opposite direction as 
Japanese exports to Fujian. In | 986. Japanese exports to 
Fujian dropped steeply by 70 percent In the same year. 
however, direct Japanese investment in Fujian soared to 
$11.08 million, a record high for the 1980's, accounting 
for $5 percent of all direct Japanese investment in Fujian 
in the decade from 1979 to 1989. In 1987-1988, Japa- 
nese exports to Fujian jumped 73 percent and 112.8 
percent, respectively, over 1986, while direct Japanese 
investment in Fujian was off 16.4 percent and 74.3 
percent, respectively, compared with 1986 The com- 
mercial or trade onentation of Japanese investment in 
Fujian is striking, its purpose is to open up the province's 
market. 


The above characteristics of Japanese investment in 
Fujian can be verified by analyzing the sectoral distribu- 
tion of direct Japanese investment Traditionally Japa- 
nese firms put their direct investment dollars in com- 
merce, trade and the nonmaterial productive sectors that 
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jranyong (262) 1696 0516) “Our Large SEZ Should 


compiled by Zhang Songlin (1728 2646 2651) and L) 
Implement Crunding Prnciple of Large-Scale (pening 
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(rau SRangquan (7999 1424 0196) researeh fellow and 
nue pm nae Fy of the Economy 
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The ultomate way for Maman. China's 
econome cone (SEZ). to play @ areater 
pattern of opening up lee in further 
opening wp process The large SEZ must 
primple of large-scale opening up One may 
eiihow! large wale opening up 
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uP Process give play to ite supenor natural resources, 
weraphical condition Son and speed up 
arnan se development fir for thes reason that Haman 


. 


should ultimately further its opening up 
implement Comrade Deng Xuaoping’s strategic 


ion 


Hainan has some favorable conditiom: for 
opening up such as geographical and supe 
monty on natural resources Moreover. 

vear of foundation work the conditions for large-scale 
caplontation as far as the infrastructure i concerned 
concerned are good As far as the business climate is 
concerned. the provincial party committee and provin- 
cial government have the in leading the 
people in Hanan to run the and the cadres an and 
comperence of management have been upgraded 


in umplementing the principle of “large-scale opening 
up *¢ Must Pay attention to the following issues First, 


avermilating and utshzing foreign — should play a 
made 


predominant rote in the 
of the SEZ. and efforts should be the 
pace of introducing investment from abroad and estab- 
leshong lateral es at home Second. 

actively develop Sino-foregn funded. jointly operated. 
and wlely foreign funded enterprises and give 
enthuwaem of the tate. collective. pn . 
vidual economies through fair competition Third. prod- 
ucts are mainly caport-onented and it 1s necessary to 
speed up the process of connecting with the international 
market Fourth economic operation 1s chiefly regulated 


ECONOMIC ” 
by the market and a scx saliet market system should be 
established and improved The Hainan SEZ must open 
up i all dimensons and push forward the overall 
development by caploting whole areas through con 
siruction prajyects 
An Zhiwen || 44 1807 2429 of the ( hinese 
Society ter Gnengets Reswatiertaa="h te Comen be 
Hainan To Implement the Praciple of ‘Large: Scale 
Opening Up” 

! with the idea that Hainan should 

— 4 -- b yy 

that it 18 @ guiding principle that saves time and speeds 
the construction of the large Hainan SEZ The essen. 
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ij 
| 
| 
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we will miss another opportunity within 10 years 
we will find it difficult to yustify ourselves 
Third. we must realize the second strategic goal in the 


establish the international image of ( hina as continuing 
with its opening up and helps win more investment from 
abroad 


Tong Dalim (4547 1129 2651), vice president of the 
Chinese Society for Economn Restructuring— "My 
Hainan Dream” 
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The thord problem 1 getting mid of the “iron mee bowl” 
| beleve that under socialist conditions, there is duality 
in cach individual worker First, he is the master of the 


social 
secunty system, which is inseparable from this problem. 
must also be reformed 


Li Shenzty (2621 1957 0037), member of the Law 
(Committee of the NPC and president of the Association 
for Amercan Studies—" Handle 


i 
; 


The main task in opening up Hainan Island is to estab- 
lish a system that operates in line with international 
practice and complies with the international economic 
order and to seek development under this condition 


strong. we will be various 
situations with ease Harman is China's special place for 
Irving out the reform Here. maximum reform can take 
place In terms of the international situation. peace in 
Indochina has been 


construction Vietnam has a very strong momentum of 
ceform and 1s probably Haiman’'s nval in competition To 
us a popular term. it 18a challenge for Hainan But the 
international situation shows that through proper han. 
diing. challenge can always be turned into something 
complementary It is more of an opportunity than a 
challenge 


Chen Jryuan [7115 0679 0337), director and research 
fellow of the Institute of Rural y of the Chinese 
Academy of Social Scrences—"Development of 
Harman's Agnculture Must Be Market-Onented™ 


in developing Haman’s agriculture. it 1 necessary to 
bring into play its unique supenor natural conditions 
and produce tropical crops and counter-seasonal prod- 
ucts according to the demand in the domestic and 
overseas markets and turn the natural advantages into 
economic advantages For example. the question of what 
princeple should be adopted in grain production has to 
be tackled. either achieving total self-sufficiency or. 
under the precondition that the production of supenor 
products demanded by the market 1s guaranteed. pro- 
ducing as much grain as possible and importing the rest 
from the mainland or other countnes As a region with 


advantage the mainland we ee pee 
turned oul i Hainan enjoy a big market on main 
to pul 


outside world at that. the principle for 
should be different from that for the 


In the opening up process in Mainan, we should pay 
attention not only to the introduction of 
products. bul also to the importation of some appro- 


transference of such primary products to Haman 
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wets and primary products 


Transforming Pudong’s ( urrent Pricing System 
920800674 Shanghai CAMJING YANIIU (THE 
STUDY OF FINANCE AND ECONOMICS in Chinese 
Noo? Sep 9/ mr 4).4° 


[Article by Yin Kunhua (0603 1024 $478) “Reflections 
on Proing Mechanims Cbpectives: and Models in the 
Pudong Area”) 


[Text] After Pudong was established the pace of opening 
up quickened and how to reform the old pricing system 
and pricing mechanisms and gradually establish new 
mechanisms to form and control prices so that prices. 
this important cconomic lever could better promote the 
function of the new arca and economic prosperity 
became a mayor task requiring thorough investigation by 
comrades in both the theoretical and the practical sec- 
tors This article just brings up a few undeveloped 
observations and offers them for further study 


1. The Tot New Area Pricing System 
by Te Gecirestane' the Mecbesions bor Forming Prices 


In a socialist Commodity economy. prices are the prereq- 
wisites of social reproduction Changes in the way prices 
are formed are considerably restricted by productive 
relations and the level of development of productive 
forces and also receive a significant amount of interfer. 
ence and influence from the superstructure What kind 
of pricing system should the Pudong New Area have’ 
How will prices be formed and controlled” This certainly 





Cy ECONOMIC 


is fot something to be decided by people's subjective 
desires. bul must be determined by the new area 6 future 
economn siructure and functions as well as economic 


operating Mechaniumes appropriate to them 


According to the “invigorate Shangha: open up Pudong. 
verve the whole country and face the world’ strategic 
thinking by the Chinese ( ommunist Shangha 
Municipal Party Committee and Municipal Govern. 
ment. the Pudong New Area will be developed as an 
extremely special yy > functional urban area 
for Shangha: It will differ greatly from the old urban 
area if such IMportant ways as its ccONOMK Structure. its 
disposition of productive forces its social economic 
functions. and its model of government administration 
First the new area will be made up principally of “three 
hinds of investments” enterprises and multiple systems 
of ownership will coexist in a mixed economic structure. 
unlike Pua: which is based on the public ownership 
system with enterprises principally state-operated Sec. 
ondly. the industrial structure of the new area will be 
externally onented with high-level modern processing 
industries and the international trade financial and real 
estate industries as the mainstay The product mia will 
be mainly medium-level caport-onented and high-level 
iMport substitution. so production and t 
should be directed toward the domestic and 
markets unlike Pus: which is based on traditional 
industry and commerce. production and t 
are organized in accordance with the state In 
addition, the new area's “three kinds of investment” 
enterprises will need to introduce high-quality per. 
sonnel technical equipment. and raw and processed 
materials from overseas and a large portion of the 
products also will have to be resold on the international 
market So. the prices of commodities and key elements 
will need to be linked to the international market and 
cannot be like Pua with the domestic market pricing 
system divorced from the international market pricing 
system and depending on high government subsidies to 
maintain relatively low price and wage levels At the 
same time. the new area. with the exception of the outer 
high bridge bonded section, has not established a 
dividing zone. and people and goods can enter and exit 
freely the new area's pricing system also cannot be 
completely cut off from organic relation to Pua: and 
inland and must buffer and clear away the contradictions 
and conflicts between the domestic and foreign pricing 
systems Moreover. as the number one free por of 
socialist China, it must be managed according to inter- 
national practice Consequently. the new area will 
become a comprehensive cxpernmental base for us to 
expenment with operational mechanisms to accomplish 
an effective link-up of the socialist commodity economy 
with the economy of the world capitalist market The 
vernment's management of the economy will change 
mainly using planned administrative means for 
direct. ngid. and static control to mainly using economic 
and legal means for indirect. flexible. and dynamic 
adjustments Puxi's old methods obviously cannot be 
reused in the new area 
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the 
(state) administered market economy mechanisms of 
most regions of the country That 1s, the state. relying on 
laws to administer. lets various commodities and mayor 
components circulate freely led by market demands and 
pricing signals. to seek and realize thei optimum make 
up This 1s a special form of socialist economic operating 
mechanism It acts as a market economy mechanism 
geared to link up with the world capitalist market sys 
tem s operating mechanisms and thereby joins the ranks 
of the international division of labor and international 
competition But unlike Hong K which practices a 
policy of so-called “active non-in “ toward the 
economy. it still can mamntain the functions necessary for 
a socialist state to manage the economy Pricing mecha- 
nisms are an important component of the new economic 
operational mechanisms Its corresponding goals and 
models could only be supervised and controlled market 
pricing mechanisms That 1s. prices are spontaneously 
formed in market competition and the prices are deter- 
mined related to value and demand and an organic 
relationship 1s maintained among the pricing systems of 
interrelated markets. and the state oversees fluctuations 
in market prices and maintains necessary and appro- 
priate control over dramatic fluctuations that could 
create serous dangers Second. the new mechanisms 
should help to realize the strategic intent of “using the 
cast to spur the west and, with the west relying on the 
east. gradually switch to coordinated development © The 


goal of opening Pudong 1s certainly not to replace Puai. 
but to give Pua: the impetus to rectify its structure and 
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— AA 4d Bake eail the new area marke, determine prices on their own, 

as two wings fying together’ and Shanghai can —s and in market competition, and induced by 
better caercuse its function as an urban eco = economic breakdown regional barners and pro- 
nome center ‘serving the whole country and facing the = mote two-way We especially want to use 
world So. om designing the plan for the Pudong Pudong asa to provide favorable conditions 
Area market pricing system and structure we must for the intenor to break into the international market 
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social service systems The general concept 
to create a living environment in the new area 


attracts and repels. and by screening attract a 
to the new area that can provide high quality 


efficrency and cause those low level personne! 
powerless to attain a high income and. therefore. would 


be unable to tolerate high proces and high consumption 
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Fourth. the new mechanisms should do a great deal to 
help Shangha: to bridge the gap with the economy of the 
intenor and make the Pudong New Area into a national 
“common market.” Therefore, price administration for 
the Pudong New Area should be premised on helping to 
open markets and enliven circulation, rule out such 
practices as price protection, price controls, and price 
discrimination. and allow all localities to freely enter and 


a > ore coe 
lations. would all be determined the sellers them. 
selves Different sellers for the same commodity could 


be negotiated by the supply and demand sides The 
department in charge of prices could set the business's 
median sector the highest differential for follow-up 


prices After the differential portion of the parity or 
negotiated price 1s uniformly collected by the new area 
department in charge. 1t would establish a market adjust- 
ment fund to be used to provide especially for adjusting 
supply and demand and keeping prices down As regards 
those products the materials of which are purchased 
from the state at planned party prices, the price differ- 
ential of their raw and processed matenals would be 
“capped” again by the new area department in charge 
and returned to enterprise concerned 
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(5) New area staple and nonstaple foods would not be 
rationed but priced openly, following the market 


(6) Business fees in the new area, with the exception of a 
few that are significantly related to the investment 
environment and must better controlled by the 
departments in charge of prices, all would be automat. 
cally adjusted by market mechanisms 


(7) The prices of products specially managed by the state 
and prices on commodities provided outside the area in 
accordance with the sate plan by the area's central 
enterprises still would be formed in a planned way by the 
depariment in charge based on value, supply and 
demand. and the requirements of state policy within the 
limits stipulated for administering pricing classifications 


(8) The supplying units would determine their own 
prices for commodities purchased with currency 
and foreign exchange certificates in zones and 
tax-free stores 

(11) Price Makeup 


(1) The new area would practice a “legal cost” system of 
supervision and control. The new area department in 

of prices would use local laws and regulations to 
clearly prescribe critena for — enterprise 
products and how they are to be listed The enterprise 
property department would draw up an accounting table 
of “legal costs” based on prescribed items and critena 
for products put into normal batch production and keep 
them on file for future reference Enterprises would not 
be permitted to falsely enter expenses as costs that have 
not been checked and approved by the price and tax 
departments or are not on the prescribed list or exceeded 
the standard charges 


(2) Money consigned to approved enterprise rental prop- 
erty (including interest) and rent on factories, ware- 
houses. storage lots, and office buildings could be legally 
entered as “legal expenses” on the product. Wages. 
advertising fees. technology patent fees, rapid deprecia- 
tion of advanced technical equipment, tnal production 
expenses on new products, and staff technical traning 
expenses could all be entered according to the prescribed 
rate and they could be entered at standards higher than 
for the same type of enterprise in Puxi For advanced 
equipment and technical patents provided or introduced 
to “three kinds of investment” enterprises by the 

party. the standards for entering the rate of the patent 
and the rate of depreciation could be determined by 
current international standards or the onginal agreement 
between the Chinese and the foreign side. 


(3) The profit rate on products would be determined by 
the enterprises themselves based on market supply and 
demand and competition without any restrictions fro: : 


the pricing department. 


(4) Taxes on products would be figured into the price at 
the prescribed tax rate The value added tax levied based 
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expenses that according the regulation did not constitute 
be exempt from tasation 


(5) The services provided by retail commerce, the food 
industry, and the service industry in the new area have a 
value and different service costs and qualities of service 
could constitute different commodity prices and charges 


(1H) The Pricing System 


(1) The price ratios of industrial and agricultural prod- 
ucts, Important price ratios within ind uiry and agncul- 
ture, and the price ratios between the maternal produc- 
ae ee ps et or 
all within the realm of macroeconomic controls and 
should come under the concentrated control and 
increased supervision of the new arce department in 
charge with the unified leadership of the central author. 
ities and the municipal government lhe price ratios of 
the raw and processed materials. parts. and components 
of some products involving various enterprises and the 
price ratios of the same types of commodities would be 
automatically adjusted by the enterprises concerned 
through market mechanisms in the production. supply. 
and sales process 


(2) The advanced sale price differential, wholesale price 
differential, quality price differential, seasonal price dif- 
ferential. and regional price differential of general com- 
modities would all be adjusted by the enterprises them- 
selves based on the market situation. For a few 
important varieties the department in charge of prices 
would set limits on the rate of the advanced sale differ- 
ential and the wholesale differential from the circulating 
sector and allow the managers of the enterprises to 
control them themselves within specified limits 


(3) In the new area, all prices, except the prices of 
commodities over which the state has special manage- 
ment and the prices of a few important commodities 
related to the national economy and the people's livel:- 
hood and standards for managernal fees. which must 
continue to adopt state fixed prices and state directed 
prices would implement market adjustments. So, market 
adjusted prices would be the basic form for prices and 
charges in the new area 


(IV) Supervision and Control of Prices 


(1) Improve pricing rules and regulations and draw up a 
batch of local rules and regulations regarding prices. 
costs, and limits on monopolies and protection of com. 
petition and have the department in charge in the new 
area oversee and administer the market activities of the 
enterprises according to the law 


(2) Establish a system of economic parameters reflecting 
trends in the operation of the market economy of the 
new area. Compile indexes for producer prices and 
wholesale prices of important means of production, and 
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charges comprising iving eApenses, as as 

indexes of investment product prices reflects The new area would implement a ‘small vernment. 
in the investment environment (arrived at by weighing large society” administrative sysiem Within the new 


such indexes as wages, interesi fates. and property values 
or rent, water, electricity, and gas fees, the prices of 
principal means of ion, and market adjusting 
exchange rates) Set a A lines and lines of inter: 
vention, respectively, for the rate of change in these four 
nen < Sane © See & Guam & & 
economic basis for implementing controls at the proper 
time 


(3) Establish a new area market adjustment fund 
Sources of the fund would be |) some revenue from new 


leans of interim fonds to bey state Wholecale means of 
production and and noa . 
meet difficulties. 


ties and maintain savings deposits permitted to state 
wholesale enterprises by policy, 3) for the new area 
government to subsidize the operating losses he 
nated enterprises to control the market prices of y 
designated commodities for a certain period, and 4) to 
provide special use low-interest or no-interest loans to 
designated enterprises to increase the production and 
supply capabilities of key commodities urgently needed 
in the new area. Administration of the fund would be: |) 
By a “Pudong New Area Market Adjustment Fund 
Administrative Committee” jointly made up from the 
treasury, pricing, finance and trade, and material depart- 
ments and responsible for formulating local rules and 
regulations and operating procedures for collecting. 
administering, and using the fund. 2) The departments 
and enterprises concerned would submit an application 
to use the fund and after the committee in 
approved it by vote, it would notify the bank to handle 
the formalities, 3) The fund's savings and loans, pay- 
ments, and collections would be entrusted to a desig- 
nated bank by the committee in charge. 


(4) A new area market price guidance net would be 
organized. The new area would select some mainstay 
enterprises as “price coordinating component enter- 
prises” for that industry with the duty of assisting the 
government in properly adjusting market prices. So, the 
government would provide these enterprises with profes- 
sional pricing guidance, train pricing personnel, and 
transmit relevant trade and policy information, and 
provide the necessary conditions so that these enter- 
prises’ reasonable prices would operate as “leading 
price’ models on the market. 





area government (of new area administrative com. 
mittee) they would set up a market administration 
bureau to carry out the government's market adminis 
tration and price oversight and control functions and 
would not establish an area pricing bureau on their own 


(V) Necessary ( onditions lo Implement the Plan 


(1) The new area would form a unified, highly efficient 
administrative organization and have a corresponding 
independent and complete first class new area treasury 


(2) Investment enterprises in the new area in accordance 
with the industrial policy would implement an income 
tan rate the same as “three investments” enter- 
prises. Enterprises under the ownership of the whole 
people would practice distribution of taxes and profits, 
repayment of loans after taxes, and contracting of after 
tax profits, and convert to a new type eco 
nomic organization of “division of the two powers, state 
control of stocks, management by persons. and 
responsibility for one's own profits losses.” 


(3) With the assurance that revenues would be submitted 
to the treasury, the central authorities would agree to 
Shanghai's conducting a complete reform of the wage, 
pricing, financial, tax collection, employment, and social 
services systems and permit rather broad mandatory 
control over changes in the Shanghai municipal retail 
price indexes. 

(4) Various reforms in the Puxi area could complement 
the new mechanisms implemented in Pudong and would 
provide the objective conditions for “the west depending 
on the east and gradually following 1." 


This 1s a rather ideal plan and can rather thoroughly 
resolve such mayor perennial problems as forming prices 
divorced from the market, the two-track pricing system, 
and worsening inflation of price subsidies, that have long 
interfered with Shanghai's econom.: development, and 
will help to form economic operating mechanisms and a 
market environment suitable to the developmental goals 
of the new area and even all of Shanghai. Naturally, to 
adopt this plan we will have to brave ra her great risks 
and some complete measures will be difficult to imple- 
ment all at once. In this case, there is no harm in leaving 
them for later development, and in the near term imple- 
menting a transitional plan. 


VI. A Tentative Plan To Make Market Adjustment 
Primary and Gradually Arrive at the Mark 


(1) Forming Prices. 


(1) Producer prices of general new areca commodities 
should be spontaneously formed using market mecha- 
nisms. The internal selling prices of important varieties 
fall within the realm of state supervision and control 











and, under the direction of state policy, should be freely 
formed by the enterprises based on value and supply and 


produced in areas can be open. For those impor- 
tant consumer goods (principally large | - of 
agricultural byproducts) that are listed as being super- 
vised and controlled, limits would not be set on the entry 
price, but the differential rates of wholesale and retail 
prices would be controlled. The prices of a few important 
varieties would be controlled by the department in 
charge based on comparison with the prices of locally 
produced products. 

(3) The two-track system would be temporarily main- 


tained on the prices of means of production. In two to 
three years they would be gradually brought into one 


(4) Among staple and nonstaple foods, after appropr- 
ately raising the prices of rationed grain (husked rice and 
wheat flour), rationed oil ( oil), and rationed 
meat (frozen meat), rationing would remain. The prices 
of other vaneties would be open. 


(5) Standards for collection of administrative fees and 
fees on public facilities for items closely connected with 


(6) The department in charge could exercise appropriate 
flexibility as required in administering the prices of 
commodities purchased with foreign currency or foreign 
exchange certificates in bonded zones or tax-free stores. 


(Il) Price Makeup 


The new area practices a “legal costs” system of super- 
vision and control, with costs and standards for entering 
them as expenses stipulated by relevant rules and regu- 
lations. Enterprises should compile an “accounting list 
of product costs and production prices” for the produc- 
tion prices of products listed as coming under superv:- 
sion and control and submit it to the price control 
depariment to keep on file. Wholesale and retai! enter- 
prises must establish a system for recording the entry and 
the selling prices and prepare it for the department in 


charge to check. Ex where there are explicit stipula- 
tions, enterprises’ t ratios and price levels would not 
be limited. 

(111) The Pricing System 


(1) Direction and supervision should be increased on 
important price relations by the department in charge 
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and, when necessary, appropriate measures can be taken 
to carry Oul proper intervention 


(2) Based on the importance of the commodity and the 
supply and demand of the market, the price differential 
between the entry price, the selling price, and the whole: 
sale price of a few vaneties should be controlled by the 
department in charge. For other varieties it can be 
determined by the enterprise itself, Quality price differ- 
entials, price differentials, and seasonal price 
differentials also would be controlled by the enterprises. 


(3) Prices would mainly be formed by market adjustment 
and secondarily by state direction, with appropriate 
—) of state fixed prices on a few commodities 
and fees. 


(IV) Supervision and Control of Prices 


(1) Rules for controlling cost and prices of substantial 
- healthy enterprises should be implemented based on 
Ww. 


(2) Establish a system of economic indicators and set up 
a warning line and an intervention line to provide the 
government with an economic basis for intervention. 


(3) Establish a market adjustment fund to be used to 
adjust supply and demand and keep down prices 


(4) Establish pricing associations by industry or price 
coordinating organizations for member enterprises to 
voluntarily keep prices down with government guidance 


The main reasons for ing this plan are: |) the fear 
that it still will be difficult for the new area to form an 
economic structure made up principally of “three invest- 
ment” enterprises in the near future, 2) the new area will 
still have difficulty casting off the restraints of the old 
control system in the next few years, and 3) the entire 
municipality will not be totally free to reform the prices 
of staple and nonstaple foods in the near term and can 
only reach that point in stages. Thus, the technical 
operation and implementation of this plan 1s compara- 
tively easy and it 1s suited to first changing the economic 
operating mechanisms from a combined planned 
economy and market adjustment to mainly market 
adjustment and waiting until later when conditions are 
ripe to implement the second stage of the transition to a 
(state) controlled market economy. Adopting this plan 
will go a long way toward promoting the realization of 
the Pudong New Area's developmental goals and will 
only leave a portion of the problems to be further 
reformed in a few years 


TRANSPORTATION 


Article Views Reform of Freight Charges 


HK1911074291 Beying JING YANIIU in Chinese 
No 9, 20 Sept 91, pp $4-60 


[By Wang Yongzhi (3769 3057 3112) of the State 
Administration of Commodity Prices. Wang Zhenzhi 
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(3769 2182 0037) (deceased) of the Economic Research 
Institute of Finance, Trade, and Materials under the 
Chinese Academy of Social Science, and Yang Xingbin 
(2799 $281 2430) and Chen Zi (7115 $417 0516) of 
the Chinese ‘s University: "Thoughts on Reform 
of Current Freight’) 


[Text] The transportation price system and the freight 
control sysiem in China have been extremely irrational 
for a long time. Some of the freight charges do not reflect 
the value of the freight, nor do they correspond to the 
relation between supply and demand As a result, the 
standard for freight charges remains too low and the 
freight structure is warped, seriously damaging the devel- 
opment of transportation. It is imperative that we imple- 
ment the reform of freight. However, no decision can be 
reached on the of reform we should adopt. It is 


our belief that the for reforming the 
present freight must be based on a realistic 
economic . The program must include a clear 


objective, an overall arrangement, an outstanding focus. 
a steady procedure, and easy implementation 


tconomle Sting and Eve omprebeanng 
Consideration to 





en nl 
the economic environment of the past few years and the 
macroeconomic objective of the state As we all know. 
since the second half of 1984, because of over-emphasis 
on the economic growth rate, we have had inflation of 
fixed capital investment and inflation of consumption 
funds In addition, currency issue and credit went out of 
control. At one point there was serious inflation in the 
national economy. As a result, reform of economic 
— ee reform, was delayed and many 


programs that ry have been implemented were 
we Bae tf AL Bo. 
healthily, at the Third and Fifth Sessions of the | Mh 


+ Central Committee Plenum. the party decided on 
policy of rectification and reorganization. During the 
period of rectification and reorganization, reform was to 


serve the 2 of re tification and reorganization 
The reform of the econo nic system had to be slowed 
down, although this did not mean that we stopped 
- —K- - that we wouk’' only reinstate reform after 
we fin ——t-y ys Sy --y: Therefore. after 
we > pul i under control we should 
introduce ewe rah and Not only are there. relatively 

greater benefits involved in 
ate o reform itself will not create many 


negative results yn yt freight charges. 
we will not be able to solve the present problem of 
insufficient transport capacity and we will weaken the 
future strength of economic development This 1s not 
beneficial to the long term, continuous. steady. and 
coordinated development of the national economy 
Based on this viewpoint, in the third quarter of | 989 the 
state made a large scale upward adjustment of ticket 
prices for rail transport. for passenger ships plying 
coastal and inland waters, and domestic airlines. In the 
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first quarter of 1990 the state made a small-scale upward 
adjustment of the freight charges for rail transport and 
coastal and inland water shipping Generally speaking. 
the result of price adjustment has been positive This 
fully demonstrates the necessity, timeliness, and feasi- 
bility of — reform. The thing to pay attention to ts 
that the state usiment pe a charges during the 
“Seventh Five. ear Plan” bears the brand of 
asking that debts be repaid. 4 the objective eco- 
nomic order has not quite been estabushed, and the 
external environment for the survival of the t 

tion industry is not yet desirable, the condition of 
freight, especially the warped condition of ¢ ship: 
ping charges, has not thoroughly changed. 

tinues to restrict the growth of communications and 
transportation industry We have to wait for the forma. 
tion and development of the freight system and freight 
mechanism that can answer to the socialist planned 
commodity economy. Therefore, we must continue to 
promote and intensify freight reform during and after 
the “Eight Five-Year Plan’ 


Second, the important role of freight in the price system 
determines that freight reform should be given the 
priority, The communication and transportation 
industry 1s the artery and forefront industry of national 
economic development. It works as the “bond” linking 
the economic activities among the different national 
economic sectors, among different localities, and 
between urban and rural areas Whether the standard of 
freight charges is too high or too low or whether 1! 1s 
reasonable or not has a direct impact on industr al, 
agricultural, and commercial developments and on the 
transportation industry itself, One important factor hin- 
dering the growth of transportation industry 1s that for a 
long time freight charges, particularly the charges for rail 
transportation. have been kept too low Therefore the 
implementation of freight reform is imminent Aside 
from the fact that the present system of freight charges is 
still warped, the role of freight in the price system 1s such 
that the reform of freight must precede others. Only if we 
can take care of problem of freight can we provide the 
necessary condition and put the national economic price 
system in order 


Two obvious problems have cxisted for a long time in 
China's freight system. One is the standard of freight 
charges being too low, the other 1s the irrational internal 
structure of freight. The siandard of freight charges 
affects the transportation industry's ability to reproduce 
and it also affects society's ability wo reproduce The 
communication and transportation industry 1s an impor. 
tant section in the national economic reproduction struc- 
ture. When the standard of freight charges 1s too low. it 
weakens the transportation industry's ability to repro- 
duce, discourages those who work for the industry from 
taking initiatives, and leads to the distortion of the entire 
national economic price system. The freight structure is 
irrational mainly because the cost of shipping by rail, 
compared to shipping by other modes of transportation. 
is to0 low. The freight volumes that should have been 
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transported by highway of by water are traneferfed to the 
failway, burdening the faslway even more As a result, 
demands for the majority of the fail transport routes 
always ercoed supplies. and large numbers of cargos and 
urgently need transportation On the other 
, Many routes of highways and waterways do fot 
feceive enough orders for cargo transporte ( onee: 
quently some transport routes are lowne money The 
iffational nature of the freight siructure aggravates the 
iffationality of the freight system damages the national 
eoOnOMIC Pricing sysiem and hinders the ratronalization 
of the transportation siructure Therefore. freght reform 
is the Necessary condition for the rationalization of the 
hational economn price system and transportation 
siructure. The state © HOw if & comparatively tight 
financial situation and is Het 1 the Condition to make a 
large scale invesiment in transportation As a possible 
Means 10 raise some of the funds for investment in Major 
iFansporlation projects. we sugges! increasing the freight 
charges accordingly This eill promote economau devel 
t as well as help stimulate the market and gradu: 

the situation of sluggish market will disappear 


Finally, freight reform must take into consideratioe (he 
society's feceptivity for the reform Before we determine 
the objective and procedure of freigh) reform and the 
scale of the cost increase during the ‘Lighth Five-Year 
Plan,” we musi first look at how well can the other 
sectors of the society adapt to the change A rational 
freight reform program should be built on the bas of 
overall consideration and overall arrangement 


1. Tolerance level of the national finance Judging from 
the actual situation of state finance during the “ th 
Five-Year Plan” we will not be able to turn the difficult 
condition of central finance completely around There- 
fore, the ability of state finance to support freight reform 
will be limited Because we have adjusted the shipping 
costs for various modes of transportation during the 
“Seventh Five-Year Plan’ «we cannot make another 
large scale upward adjustment «! frewght charges during 
the “Eighth Five-Year Plan We have to safeguard the 
key clements and consider the overall stuation The 
conflict between the supply and demand of rail transport 
is intensifying Under these circumstances if we make a 
large-scale upward adjusiment of al! freght charges 
without considering the order of importance and 
urgency, the reform will go beyond the tolerance level of 
the state finance and 11 will obyectively lead the regres: 
son of price relations. Besides. the «& fol the way to 
solve the diversion problem of rail, water. and road 
transport Thus it will be difficult for ws to achieve the 
objective of rationalizing the structurc of transportation 
and improving the comprehensive ability of transpora- 
ton. However, we should understand that freight reform 
means tremendous economic and social benefits. this 6 
the prerequisite if the natronal cconomy is to return to 
the healthy track No matter how much difficulty sate 
finance 1s in. it should offer definite support to the 
program of freight reform and help realize the reform 
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2 Tolerance of enterprises Owing to the fact thal the 
slate has alfeady made a large upward adjusiment 
of tekel prices for fail, water, and ait iraneportation in 


the third quarter of 1989. and later adjusted the ticket 
prices for long distance buses as well, the focus of freight 
reform during the Lighth Five-Year Plan will be on 
shipping charges for cargos. particularly on the cost of 
shipping by fail Allo oeh the shipping charge for rai! 
was adjusiod if Man) °¥0. the pricing standard is oii! 
too low Ht is true that adjusting the freight charges for 
rail will have a large impact Because freight charges for 
fail in China has aleoye been low. the proportion of 
commodity cost ali butable to freght is usually pot 
large According to the estimate by the Original Price 
Center of the Sate Council, owt of 225 major kinds of 
commodiiies, there are 161. oF 71.6 percent, for which 
the freight amounts to lees than | percent of the product 
cost. for |) 4 percent the freight makes up between | 2 
pegemmt hu 11.6 percent the t makes up beiween 
4 eo. and there are only 10 kinds of commodities 
or 4.4 percent. for which the freight amounts to more 
than 5 percent Take for example the freight of specific 
commodities The cost of shipping frozen meat by refrig: 
erator car from Chengdu to Beying. according to the 
current rate of freight charges, 16 0.084 yuan per kilo If 
the shipping charge for rail increases 0.115 yuan per 
ton/kivlometer. that is, 0.0269 yuan being raised to 
0.0369 yuan. the cost of shipping frozen meat by reiry 
erator car from Chengdu to Beying will only be 0 115 
yuan per kilo As we can see. ransing the shipping cost for 
fail will have bul @ small impact on the increase of 
commodity cost, and the enterprises have the ability to 
digest and absorb the increase Meanwhile to a email 
number of commodities that are most affected by the 
raise. we can take remedial measures First. the finance 
depariment can take out a reasonable portion of funds 
from freight and use the funds for subsidies Second «c 
must discard all unnecessary rules and ban unlawtul 
charging of fees. This will lessen the impact of freight 
increase on the commodities that are of heavy weight but 
low price and that are burdened by the frepht «harges 
which account for large proportions of their costs and 
help straighten the order of the transportation mart 
However, we must consider the present difficull wtua 
tron of the medium and large-size enterprises Hence 
freght charges cannot be raised too high oF too fast 


} Tolerance level of individual consumers The reform 
of freight will have considerable effects on consumers 
Before designing the program for freaght reform wc must 
think about how 1 may influence the individual con 
sumer According to mitial estimation. if the shipping 
charges per ton/km for rail, highways. and directly 
controlled waterways are raised 85.2 percent. 9 py 

cent, and 76.1 percent respectively on the bavw of thew 
current rates, the national retail price indes #1)! go up 
about 3 percent. If the fremhi charges for the rai 
increase 10 percent per ton/km. the Aatwona! vclarl price 
index will go up about | percent We belie) tor the 
long term and overall imterests of the sia! alwon 
under the condition permitied by the ma Onomnn 
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environment and on the basis of the comprehensive 
balance of the overall price feform, » should choose 
and introduce the program of freight revorm, a 

that will produce relatively fewer harmful 1s but 
greater benefits and is acceptable to the individual 
consumer 


In short, even though the effect of frewght reform may be 
later, because the fates of freight chee — ave been too 
low. especially the pricing standard — ail Lun 
impossible to fulfill the investment objective of the rail 
contract Management system. we should con: 
my be ty to freight reform For this reason 
we 

Major 


the adjustment of he charges the 
program for the adjustment of the price structure 
during the “Eighth Five-Year Plan.” The program 
ene Se Sates ae Gas Gam) o Ge 
nom ive Tt must take into realistic consideration 


how much the financial sector, enterprises, and individ: 
vals are able to adapt to the reform We should try our 


best to make the safe and suitable so that there 
will not be much resisiance against the launching of 
reform 


Il Objectives and Procedure of Freight Reform 


Crenerally speaking. the objective of freight reform is to 
enable our freht charges to respond to the value of 
transportation and communication (or production cost) 
and to reflect the situation of supply and demand and the 
siate polices We also need to look into factors con- 
cemung international freight. establishing a 
united yet Meaxible freight system and freight control 
system. The structure of 1 must 

mized and the resources must be logically disinbuted 


mote a comprehensive and rational transportation 
sytem. improve the economic benefit of shippi 
enable the transportation department to gradually 
depend on its own accumulation and vitality and to use 
its assets for technological renovation. expansion. and 
reproduction. and respond to the demand of the 
system of planned commodity economy and the demand 
of national economic development ghd, 
time to achieve these objectives. therefore the process 
freight reform should be divided into different stages 
The goal of the first stage is to emphasize the essence of 
reform. basically it 1s to adjust the freight charges to a 
more reasonable range we must solve the 
following two problems 


| The rate increase of shipping charges should be made 
selectively This 1s to umprove the ability of the transpor- 
lation indusines to reproduce. improve the condition of 
transportation. and accelerate the development of the 
industry Because the standard charges for shipping have 
been kept too low and because for several decades there 
has been a serious lack of State investment in the 
transportation industry and because of the financial 
policy. the transportation industry has always been over. 
taxed. the transportation and communication industry 
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has had 4 hard time and can only develop 
During the neat few years it will still be impossible 
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upward adjusiment of the price 
level at the transportation sector This may caceed the 


profit rate of the transportation sector slightly lower 
than the average fund and profit rate in society By 
adopting this strategy of price fixing. we may not be able 
to produce a format that 1s most satisfying However. 
when the charges for shipping have been seriously under- 
rated. this format has certain objectivity Therefore we 
should not just dismiss the policy as a pure makeshift 
device Besides. at the present stage China's transporta- 
communication industry is a “bottleneck” 
There 1s too big a gap between the capacity of 
shipping and national economic development For the 
rid of its backward outlook, 1 needs a 
investment funds We cannot raise funds 


23 
53 


adjustment in its economic policy Even when some 
transportation enterprises (such as the railway) decides 
to implement the contract system, i{ does not mean that 
the state can wash its hand of the business. It should 
provide some favorable policies to help support the 
transportation business Also. the transportation depart. 
ment may raise construction funds through various 
channels 


2 In order to alleviate the tension between supply and 
demand. restrain low efficrency shipping. and improve 
the capacity of comprehensive transportation. we must 
regulate the freight structure China's transportation 
industry 1s inflicted by another serous problem. that 1. 
ifrational pricing systems among and within such var- 
ious transportation modes as rail, highway. and water 
This leads to distortion of freight. creates repetitive. 
convective. and circuitous shipping routes. and wastes 
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an extensive amount of shipping capacity At the firs 
viage of freight reform we must adjust the unreasonable 
freight structure, mainly the price relations of the rails, 
highways. and waterways Shipping costs for highways 
are currently higher than for fail, and water shipping 
costs slightly lees than rail Because highway and water 
lranaports are under various types of ownership systems 
and a large proportion of the price system is regulated by 
ihe market. we cannot achieve transportation diversion 
by lowering the prices of highway and water transport 
The only Measure we can take is to raise the 
costs for rail transport. This way we will be able to 
the railway. highway, and waterway gradually establish a 
rational price relation within various replaceable routes. 
alleviate the conflict of supply and demand in rail 
transport) and enable all transportation modes to 
achieve a ratronal diversion The diversion of 

ity can be realized by changing the freight, 
will then lead to the changing of demand The demand 
for transportation is a derivative demand li can be 
divided into four levels general demand for social trans 
portation. demand for a specific mode of transportation, 
demand for a specific transportation enterprise, and 
individual demand for transportation Generally 
speaking. changing freight charges has very little impact 
on the demand for normal social transportation. other 
transportation demands may be affected by the change 
on various degrees. If there is a sale upward 
adjustment of rail freght. it 1s certain that there will be 
demands to find replaceable routes and demands for 
other modes of transportation This will regulate the 
shipping capacity toward a rational direction, | 
the comprehensive ability of transportation, and the 
various modes of transportation to divide their jobs and 
coordinate growth 


Our aim is to accomplish the objective of the first stage 
freight reform within 5-10 years and to basically ratio- 
nalize the freight system and price control system. As the 
reform of the national economic pricing system 
progresses. the second stage of freight reform should 
improve the freight system and t control | 
The main job 18 to improve the ism that uv 
lates prices, to inject an extensive amount of energy into 
the state price setting facility, to coordinate the relation 
of the freight system and national economic price 
system. to coordinate price relations among various 
modes of transportation, and to coordinate internal 
freight relations among the different modes of transpor- 
tation The purpose is to enable the freight system to 
become more flexible. so that it can reflect the social 
labor production rate of the transportation industry and 
respond to the changes in market and in the relation 
between supply and demand. This is to establish a 
rational socialist freight system and freight control 
system with ( hinese characteristics, the systems that will 
satisfy the needs of the new economic freight mecha- 
nism Understandably. the policy of the second stage 
freight reform 1s to achieve rational freight by taking 
small steps. The reform will take a much longer ume. In 
order to achieve the goal of the first stage freight reform. 
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| reform can be made wider accord 
the vibration caused by ireeht 
ively small, even if the eoonomn 
the pasi few yoars has been a little 
will not create ereal changes Hesides 

has more accumulated probleme I we 
a step, it will be difficull for the transport 
ses 10 get oul of then predicament The 
made a large wale upward adjustment of 
As for the standard of freight charges the 


corpo shipping, especially by fail, are noth eably 
sate has already made a small wale 


upward ee of frewght charges for rail un the firs 
quarter of 1990, 11 16 Ol wise tO COntiINUE With More 
upward adjusiment of freight charges Therefore further 
adjusiments of the freight fate should be implemented 
evenly in the next few years If the freght charges, 
particularly the shipping charges for fail can be adjusted 
to a more rational level this will definitely promote 
growth if transportation indusiry the pioneer of 
hational economy This will also serve to regulate the 
national economic price system and in the end build a 
foundation for a healthy national cconomn develop: 
ment 


Hil, The Principle of Freight Reform 


The principle of freight reform is that the reform must 
follow the objective demand of the socialist economun 
law, especially the demand of the law of value To be 
specific. the principle is based on the fact that socialiet 
public ownership system is the foundation of ( hina 
combining the essence of planned commodity econom, 
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follow the principle of integrating planned economy and 
market regulation and gradually establish a rational 
socialist t system and freight control system that 
are both uni and flexible and have ( hinese charac. 
teristics, so that freight can fully function as the lever for 
readjustment. accelerate the devclopment of comprehen. 
sive transportation, and increase the efficrency of com. 


prehensive transportation 


|. We combine upward and downward adjustment 
promote competition, and increase benefits The freigh: 
charges for the major railways airlines. and waterways 
are administered by the state and on a whole the frenght 
charges should be increased We should focus on read- 
justing the shipping charges for rail and straighicn up the 
freight system The shipping charges for highways and 
waterways may be increased or reduced The shipping 
costs for international airways are in principle linked 
with the freight sect by the international transportation 
market. China's rail transportation is now basically a 
monopoly. Internal competition does not cust and there 
is @ severe lack of capacity. It is a seller's market. The 
adjustment for rail freight should mostly be upward As 
for transportation by civihan airlines. although we have 
now more than one airline, there 1s fo Hen of Compel- 
tiveness yet. Therefore. most air freighi costs should also 
be raised. The mechanism of competition has begun to 
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fying shipping 
rpose international competition Furthermore. 
t reform should enable various transportation sys- 
tems to engage in proper ition This will promote 
technological progress within each transportation 
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this will reduce irrational transportation and increase the 
benefit of shipping. In fact. it will be more effective if we 
raise the freight charges for the busiest routes and 
directions. It will be much less effective if we raise the 
prices for the shipping routes where the supply balances 
demand, or for the routes that run below capacity, there 
may even be negative impact. The result of increasing 
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for large quantities of cargos As a result rail transporta- 
tion becomes the major mode of transportation in 
China. In 1988 the railway was responsible for 53.8 
percent of the turnover volume of modern 


including oceanic transportation) After the 
Il, competition with other modes of transportation led to 
the diminishing of the importance of rail transports in 


tion that 1s competitive and with a future for develop- 
ment in the world. This is the development trend of 
railway in the world, and this is also the long-term 
development trend in China The status of railways in 
the national economy cannot be shaken The railway in 
China should have a great historical development. Since 
the railway has such an important role in the national 
economy. freight for rail 1s decidedly the basic price in 
the national economic price system. It occupies the key 
position in the freight system and it is the center of 
freight reform. If we can deal with the problem of rail 
freight. we will be in the condition to deal with the price 
relations of rail. highway. and water shipping Judging 
from the present standard of freight. we will not be able 
to put the domestic and international price relations of 
rail, highway. and water transports in order, nor will we 
be able to solve the problem of distorted freight struc- 
ture, unless we can raise the rate of freight charges for 
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raul The state can alec use the feform of rail freight to 
imdirectly cnfluence the freight charges for the highways 
and waterways thal have been gradually opening up 
Moreover itis umpossible to basically change the cond: 
thon of the Maghly centralized management and control of 
fail (anepertation within a short time Therefore ut is 
highly) possible to keep the raul freight reform under 
control Most of the imcome from the price imerease will 
not disappear and can be quickly transferred as invest 
ment on fail constructor 


(2) Another part of freight reform should be focused on 
the busvest areas and routes of shipping Most of the 
busiest fail routes in China concentrate on the eastern 
area They are only W percent of the total number of the 
national railroads but they account for approwmately 
70 percent of the turnover volume of rail transports We 
choose to imerease the freght charges for this part of the 
railway first because there is low nisk and good benefit 
First, the busiest shipping routes need to have a large 
amount of funds for their reconstruction and develop: 
ment Besides they exert the most influence on national 
economn development and create the greatest social 
benefit, Second. the price increase is focused on one of 
several lines Theis means that while the shipping charges 
for these routes are allowed to have a large-scale upward 
adjustment the increase will have less influence on the 
total price standard. The increase will not lead to a 
large wale upward movement of the general price level 
Al the same time this will raise a substantial amount of 
funds The price increase can also truly give the effect of 
diversion Third. customers who prefer the busiest ship- 
ping routes are more able than customers taking the 
not-so-busy shipping routes to absorb the impact of 
freight increase The relative effect of freight increase 
will not be as strong nor cause the hiking of production 
cost Theis provides the desirable condition for a large 
wale upward adjustment of the shipping charges for the 
husiest routes 


(4) The scale of price adjustment should be designed 
according to the long-term situation of y and 
demand freight should reflect the situation of supply 
and demand and respond to the objective demand of the 
planned commodity economy For a long time freight 
charges in our country basically have never reflected the 
relation of supply and demand (including long term 
supply and demand and short-term y and demand) 
Not only the regulative function of freight has been 
diminished. the law of value has been actually violated. 
and the development of communication and transporta- 
tion industry has been hindered To this situation 
we must design the freight reform and define the scale of 
price adjustment on the basis of long-term supply and 
demand In order to initiate the key elements of the 
freight reform program, to use structural adjustment to 
promote the adjustment of price level, and to define the 
adjustment scale of prices on the basis of the long term 
shortage of supply. we need to have differential freight 
Differential freight means that the grades of freight 
charges are determined by routes, areas, and types of 
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catgos Before we have differential (regi) we must fies 
change the present pricing cost Pricing cost should not 
be the average cost, which «© the present method of 
vakulation i should be interpreted as marginal cost 
This is because the average fanges of average costs can be 
quite different from each other depending of individual 
Modes of transportation shipping routes or areas This 
sone Mayor factor leading to the maladjusted relations 
among the fail highway and water transports Marginal 
cou 8 the increment of the total cost of the increased 
wait volume of traneports and is cak ulated 
according to variable cost It mainly reflects the long 
term situation of supply and demand and also reflects 
the reality If we set prices according to hal costs 
we will promote price comparisons among fail highway. 
and waterway shipping and gradually establish a more 
rational price relations substitutable routes This 
way we can sosematich the Ghientive of using structural 
adjusiment to promote the adjustment of price level 
Moreover when the demand for the mode of transpor- 
lation seems to forever exceed supply then the popular 
transport mode should be given the priority to rane 
price. and the adjustment scale ought to be larger To be 
specific the scale of price increase for rail frewght should 
be bigger than for other types of transports. and the fund 
profit rate of rail transportation should be slightly higher 
than the other types of transportation Finally within 
each mode of transportation the increase wale of the 
shipping charges for the most | after areas and 
routes should be larger than that of the lew busy areas 
and routes The shipping charges for the rail routes that 
are the busiest should be given the priority to make large 
swale upward adjustment To the areas and routes that 
have never been too busy or have problems attracting 
enough cargos. our principle is to increase the price only 
slightly or to keep the onginal price The freight for 
highway shipping on the mountain routes and for inland 
river shipping on the upper reach areas can be raised 
according to circumstances ( harges for return tnps of 
empty cars and ships should be lower The prices for 
ocean shipping should be set according to the shipping 
routes Some comrades from the rail department suggest 
that there should be surcharges for the freight going by 
the busy routes In a way thes idea is armed at pushing 
freight charges to reflect the relation of supply and 
demand 


IV. Reasoning Behind the Reform of the F 
Control System ~— 


The freight control system is essentially an issue con- 
cerning the mechanism that formulates freight For a 
long time freight control in China has basically meant 
following the prices set by the state. The power is overly 
concentrated at the central government Enterprises 
have no night to set prices. The pricing format is monot- 
onous. once the price 16 set, 1 stays the same for several. 
or over 10 years This 1s one important reason why the 
freight system « not rational Therefore the freight 
control system has to be changed 
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| The price control depariment must be allowed to play 
an important role Al the same time it is appropriate to 
give the administrative department for communnwation 
and transportation more power to control prices The 
pre control department of the state should focus on 
Making _ guidelines and policies ~~ 
frewht , Controlling the standard 
frewht working for the overall of freight, and 
deciding on frewht that is under the direct control of 
state Individual departments in in the central 
vernment should follow the principle of division of 
and administer and control the | standard 
and price calculation that are under their They 
also should strengthen the price control supervision 
and cxamination of indusines Local departments in 
charge of Communication and transportation and local 
proce departments should sirengthen the control and 
coordination of shipping for highways and 
waterways of transport fees and of loading charges 


2 The department responuble for central macroeco- 
nomen Management should set up small leading groups 
for freghi in order to enforce the overall planning and 
coordination of freht for rail highway water and air 
transports and promote the development of a compre. 
hensive transportation system 


1 We follow the realistic condition of various modes of 
transportation and use several pricing formats including 
state-fined prices. state-guided prices. and market. 
regulated prices Different pricing formats will suit dif. 
ferent modes of transportation depending on the situa- 
trons of monotony competition supply and demand. 
and market development Moreover cach pricing format 
has its own good points and shortcomings ( ompared 
with state-fixed price state-guided price has more flex- 
bility Compared with market-regulated price. it 1s more 
controllable and relatively more stable State-quided 
price will not be completely under the arbitrary contro! 
of spontancous market force It 1s the pricing format that 
integrates unity and flexibility and it has a future for 
development. It also fits in with the reality of the 
transportation industry Some peopic believe that mar- 
ket-regulated price 1s naturally rational and state-fired 
price 1s naturally irrational This viewpoint is not ten- 
able. neither in theory nor in practice Having state-fined 
price does not mean the price has to remain unchanged 
After the freight for rail and other transport systems arc 
basically taken care of. we continue with the principle of 
having the state determined the freight rate and we make 
a small scale price adjustment cach year or we deter. 
mine the maximum and minimum price standard wo 
that the freight can reflect the changes of transportation 
cost and the market of supply and demand In addition 
we can make judgements according to the conditions of 
individual modes of transportation individual routes 
and individual transportation tools We can set special 
fi t charges. add surcharges. set different prices for 
di 1 routes. make seasonal price adjustments. and 
make holiday price adjustments This way we can fully 
utilize the regulative function of state-fixed price system 
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enable the state to set prices in a scientific manner, and 
limit the rise of the general price level 


4 The mechaniem of competition between highway and 
inland water transports is beginning to be established 
We must have more sate and supervision 
Under this premise we gradually. by stages and by 
groups, give back the power of setting prices to the 
enterprises, let the enterprises find the rational way of 


pricing competitions To rail and air tran . 
we nid tolls the realistic situation and sadealy io 
rail offices and airline companies have a certain right to 


decide freght charges. within the floating price range 
and area determined by the state 


5 According to the state policy for industries, in order to 
coordinate and promote freight reform. the vate may 
make a policy that offers help and privilege treatment to 
the communication and transportation indusiry in the 
areas of investment. loan taxation and maternal supply 


Freight reform will indeed enable the transportation 
depariment to rane funds achieve self accumulation. 
and develop Nevertheless reforming freight alone 
cannot solve the development problem of the transpor- 
tation industry The state needs to make a partial policy 
offering help and preferential treatment to the industry 
in the areas of investment. loan. taxation. and maternal 
supply We should tackle the problem of the backward 
transportation industry from its root and build a solid 
foundation for the long-term healthy development of the 
national economy in the future 
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Article by Yuhua (5516 3768 5478) “Foreign 
s and the velopment of the Export-Onented 
Economy of South Korea™| 


[Text] By adopting the strategy of developing an export 
onented economy. South Korea has achieved an eco: 
nomic miracle. generally acknowledged to be a typical 
case of successful industralization. and 11 1s the active 
admittance of foreign banks that has to a very large 
extent promoted this economic development The 
present article attempts to briefly discuss the role played 
by foreign banks in the development of South Koreas 
cxport-onented economy and the significance of it for 
(China as an example to be followed 


|. Foreign banks are by now deeply involved in the 
financial system of South Korea and are playing impor 
tant roles 


Foreign banks in South Korea are mainly two hinds (ine 
kind are the branches of foreign banks. and the other 
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kind are joint ventures with South Korean banks, mainly 
centered on private commercial banks and leasing com: 
ies According to statistics, 55 foreign banks have 
ing in South Korea since 1987. The propor: 

tion of assets of foreign bank branches in relation to 
deposits in Korean banks has been growing larger year 
after year. In 1979 the ratio to assets in currency deposit 
banks was 5.) percent, which by 1980 had meen to 7.8 
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by foreign 
banks In 1979, foreign banks had taken in foreign 
currency deposits amounting to 6 percent of those taken 
in by South Korean banks, and in 1985 that proportion 
was | 5.4 percent. In the grants 
comparatively little in 
by foreign banks. In 1975, South Korean won loans by 
foreign banks amounted to 3 percent of won loans by the 
entire South Korean banking system. but amounted to 
6 4 percent by 1985. a 2-fold increase, while the propor 
tion of loans in foreign currencies by foreign bank: 
increased comparatively fast. In 1975, the proportion of 
foreign currency loans by foreign banks amounted to 
15.4 percent of such loans by the entire South Korean 
banking system, but in 1985 this proportion was 6° 4 
percent, a 4-fold increase (For above data, sec the 
_— annual reports of the South Korean Minisiry of 
mance.) 


Joint venture banks are mainly found among merchant 
banks and leasing companies. There are six merchant 
banks that have joint venture arrangements with foreign 
banks, with a 50 percent ratio of mutual capital contn- 
butions. They are the South Korean Merchant Banking 
Corporation (in a joint venture with a British bank), the 
Sachan Merchant Banking Corporation (in a joint ven- 
ture with Japanese, American, and British capital). a 
South Korean-Kuwait banking corporation, a South 
Korean-French banking corporation. the Asian Banking 
Corporation (a South Korean-Saudi Arabian joint ven- 
ture). and the South Korean International Merchant 
Bank (a joint venture with Hong Kong and Shanghai 
banks) Apart from checking deposit and insurance busi- 
ness, the merchant banks engage in almost every branch 
of banking business. The merchant banks account for a 
certain proportion of the assets of South Korea's com- 
mercial banks and of the assets of foreign bank branches 
operating in South Korea. In the leasing trade. looking at 
the ownership of shares in the present eight South 
Korean leasing companies. Five of these leasing compa- 
mies are operating in partnership with foreign banks For 
mmstance, the South Korean Industral Leasing Co., Lid 
is Operating with capital jointly contributed by the South 
Korean Development Bank and the Foreign Exchange 
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Bank on the one hand (with 55 percent) and a manufac: 
turing company. the Hannover Overseas Capital Com: 
ony (with 45 percent) The First Citicorp Leasing Co., 
ne. 18 @ partnership of the South Korean Chae! Bank 
(50 percent) and the First National City Bank Overseas 
Investment Corporation (50 percent). Only three of the 
leasing companies are to 100 percent financed by 
domestic banks 


2. The foreign banks play different roles at different 
stages of South Korea's development of its export: 
oriented economy 


An analysis of the above-stated data shows thal foreign 

banks occupy an important position in the financial life 

of South Korea, and have played an important role in the 

——— development of South Korea More specifi. 
y: 


1) Using foreign banks to attract foreign capital and to 
make up for the shortage of domestic capital for eco- 
nomic development Since the 1980's, South Korea's 
foreign debt has risen to $40 billion, which amounts to 
over 50 percent of its GNP. This in a certain sense 
explains the importance that South Korea has attached 
to the employment of foreign finance to develop its 
domestic economy, and also indicates the important role 


played by foreign banks in providing foreign finance 


2) Enhancing competitiveness of South Korea's 
domestic financial institutions. Generally speaking. 
admission of foreign-funded banks will frequently raise 
concern about the detrimental impact that this may have 
on domestic financial institutions, and in the beginning 
this has also been a topic of discussion among South 
Korea's financial circles. In actual fact, however, 
although admission of foreign banks intensified compe- 
tition, it has been beneficial in that South Korea's banks, 
to avoid bankruptcy in the competition, strengthened 
and improved their business management, thereby 
objectively promoting greater efficiency in the domestic 
financial institutions. 


3) It supported economic activities of foreign companies 
in South Korea. In the pursuit of an export-onented 
economic strategy. South Korea actively encouraged 
foreign investment for their economic activities. For 
instance, Japan and the United States are the largest 
investors in South Korea, and the banks of these coun- 
tnes have set up branches in South Korea to provide 
financial and other services for their investors, which 
promoted economic activities by foreign companies 


4) It supported the overseas business activities of South 
Korean companies. The foreign banks provided not only 
financial facilities for South Korean companies for their 
overseas activities, but also information and many other 
facilities 


5) It promoted the establishment of overseas branches by 
South Korean financial institutions for the raising of 
offshore funds 
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6) It promoted South Korean eaports 


In South Korea, export business is the motor of eco- 
nomi growth, and the average export rates were. 
19601965 (44.5 percent), 1966-1970 (36.8 percent), 
1971-1978 (46.1 percent), 1976-1980 (28.6 percent), 
198! 1984 (13.9 percent) 


The proportions of exports in the GNP for the men- 
tioned periods had been 3.2, 6.6, 19.8, 26.2, and 31,7 
percent Foreign banks were also making contributions 
by providing export financing, guarantees for export 
commodities. financial settlements, etc. More explicitly: 
At the time of mmereasing demand for capital during 
South Korea's Second Five-Year Plan from 1967 to 
1974. there was a shortage of capital to about 50 percent 
of requirements, which had to be made up by raising 
offshore capital, and foreign capital raised through the 
channels of foreign banks amounted to 1.6 percent of the 
total capital needs of the Second Five-Year Plan. It may 
therefore be said that the foreign banks, by attracts 

foreign capital. functioned as a supplementary capi 

resource along the domestic financial institutions. 
During the period from 1975 to 1983, the two oil crises 
of 1973 and 1979 caused South Korea to incur an 
internatronal payments deficit, because of the additional 
foreign exchange that had to be spent for the importation 
of of The Korean Government at that time relaxed 
resinctions on the admission of foreign banks into 
Korea. thereby stimulating the entry of foreign banks, 
thereby increasing channels for additional foreign cap- 
ital, and thereby also resolving the crisis in its interna- 
tional balance of payments. At that time, foreign banks 
played a role in reducing South Korea's international 
payment deficit. During the pernod front 1984 to 1990, 
the field of business activities for foreign banks was 
further broadened, they were allowed to join the Associ- 
ation of South Korean Banks and the South Korean 
Clearing Corporation, allowed to engage in trust busi- 
ness and to use the rediscount facilities of the central 
bank They were allowed to compete with the domestic 
financial institutions in all financial activities, and as a 
result the advanced managerial expenences and business 
skills of foreign banks were introduced into the domestic 
financial institutions, raising the overall efficiency of the 
South Korean financial system. Foreign banks also 
played a role in fostering and shaping South Korea's 
money market. The techniques of foreign banks in their 
management of pluralistic assets and liabilities, their 
experiences in regulating and controlling the money 
market, and their skill of investing in the money market 
have all been beneficial for the formation and develop- 
ment of the South Korean money market. After 1990, 
foreign banks have mainly rendered service in the inter- 
nationalization of South Korea's finances. Early in the 
1980's, South Korea drew up a plan for the internation- 
alization of the stock market, allowing foreign investors 
to indirectly invest im South Korea. It established a 
“South Korca-Europe Fund" and in the United States 
set up a “South Korea Fund,” for the purpose of 
achieving carly in the 1990's the complete liberalization 
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and internationalization of South Korea's money 
market. It would then allow foreign securities to be 
registered in the South Korean stock market, allow South 
Korean investors full freedom to invest in overseas 
stocks and full freedom to engage in foreign exchange 
transactions, so that the function of foreign banks will be 
to have in future foreign funds help carry out domestic 
tions. According to data the South Korean 
inisiry of Finance, foreign investors during 1981 to 
1 988 set up the following funds seven international trust 
funds, with $145 million, the South Korea fund with 
$100 million, the South Korea-Europe Fund with $60 
million, and five overseas issues of transferable bonds, 
amounting to $140 million, altogether $445 million. 
Foreign banks were allowed to help in the management 
and operation of these funds. Another important func- 
tion is the use of information, of the network of branch 
organizations, and of capital funds to link up the 
domestic South Korean market with the international 
money market, helping South Korea to initiate offshore 
banking business. training their own personne! for for. 
Cign exc business, and promoting the internation. 
alization of finance An analysis of the above-mentioned 
data will fully explain that foreign banks have already or 
will in future to a large degree promote the development 
of South Korea's export-onented economy, but the pre- 
condition for it 1s an enhanced control of foreign banks 
and the need to overcome certain negative effects of the 
control. The government has adopted specific norms 
governing the entry of foreign banks into South Korea. It 
is IN SOME respects encouraging foreign banks and in 
some respects imposing restrictions, thereby ensuring 
that the business activities of the foreign banks will be 
beneficial for the South Korean economy. The following 
are some of the control measures adopted by the govern- 
ment. 


First, admission of foreign banks into South Korea 1s 
strictly regulated. For instance. foreign banks are 
admitted into South Korea on the principle of mutual 
benefit. The overconcentration of banks from one par- 
ticular country is to be avoided, as it may easily lead to 
a monopolistic situation. Any foreign bank admitted 
into South Korea must contribute in some way to the 
South Korean economy. With exceptions for the Chase 
Manhattan Bank. the First National City Bank. the 
Standard Chartered Bank, the Deutsche Bank. and the 
Hongkong and Shanghai Banking Corporation. foreign 
banks are permitted to establish only one branch in all of 
South Korea. 


Second, South Korea is exercising active control over 
foreign banks, it affords them favorable treatment, and 
uses the foreign banks to promote the development of its 
export-oriented economy. It has also adopted measures 
to strengthen the competitiveness of its domestic mone- 
tary institutions to avoid the possibility of detrimental 
effects. 


The following are South Korea's measures of active 
control: 
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1) Control measures for foreign bank branches are 
exactly the same as for domestic banks, and there is no 
discrimination of any kind. 


2) Foreign banks are used of to reduce the deficit in the 
international balance of payments. 


3) To afford domestic financial institutions an appre. 
— measure of protection, foreign banks in th 

a are subjected to certain restrictions, there are, for 
instance, certain rules governing the granting of loans in 
South Korean won by foreign banks. In November of 
1985. the South Korean Government reduced from | 
percent to 0.75 percent the proportion of loans in South 
Korean won that can be granted by banks, in 
relation to all loans in South Korean won. In August of 
1986, the government again reduced this proportion to 
0.5 percent. Since 0.3 percent out of these loans by 
foreign banks are to be paid into the South Korean credit 
guarantee fund, the actual proportion of loans is only 0.2 


perce..t 


4) Foreign banks are permitted to use the rediscount 
facilities of the central bank, but there are some condi- 
tions, for instance, the reduction of borrowing from the 
swap fund account reached to as much as 50 percent, 
which was later even raised to 75 percent. (The so-called 
swap account refers to currency deposited by the foreign 
bank with the South Korean central bank against receipt 
of South Korean won, this fund is the swap fund.) 


5) The government is adopting measures to strengthen 
the competitiveness of domestic financial institutions in 
relation to foreign banks, such as using such indirect 
means as a fluid control of assets and relaxation of 
controls over domestic financial institutions, etc. to 
strengthen the competitiveness of domestic financial 
institutions. By these forms of strengthening the compet- 
itiveness of the domestic financial institutions, rather 
than increasing restrictions on the business activities of 
foreign banks, they are creating for the foreign banks an 
environment of equality in the competition with the 
domestic financial institutions. 


3. Some Significant Points for China's Admission of 
Foreign Banks 


AS important step toward opening up to the outside 
world and absorbing foreign capital, China has, in addi- 
tion to originally operating foreign-invested banks (1.¢. 
Shanghai's Hongkong and Shanghai Banking Corpora- 
tion, the Chartered Bank of India, China, and Australia, 
the Bank of East Asia, the Overseas Chinese Banking 
Corporation, and the Chiyu Banking Corporation), 
established in 1982 a branch of the Nanyang Commer- 
cial Bank in the Shenzhen Special Economic Zone (SEZ). 
In 1985 the State Council promulgated the “Regulations 
for the Control of Foreign-Funded Banks and Sino- 
Foreign Joint Venture Banks in the Special Economic 
Zones of the PRC,” and up to December of 1987, 25 
foreign banks have been approved for SEZs such as at 
Shenzhen, Xiamen, and Zhujiang. Twenty-two of these 
were branches of foreign banks, and one each was a fully 
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foreign-funded bank, a Sino-foreign joint venture bank, 
and a Sino-foreign joint finance company. The foreign 
ners in the jot ventures were mainly from Hong 
= Japan, Britain, and the United Scates. Further- 
more, a reorganization of foreign beaks originally oper- 
ating in Shanghai had taken , and a redefining of 
their business operations. Recently, in March of 1991, 
Shanghai accepted applications for a branches in 
1 by six foreign banks, namely the First National 
City k of the United States, the Bank of America, 
also of the United States, the Kogyo [Industrial] Bank of 
Japan, the Sanwa Bank of Japan, the Credit Lyonnais of 
France, and the Banque de I'Indochine of France. This 
shows that China has already made great progress in 
admitting foreign banks. After the inception of the PRC, 
especially since the reform and opening up, it China 
intends to have foreign banks introduce capital into 
China and introduce advanced ial techniques as 
well as a competitive system into China, all in the service 
to China's economic construction. Could we therefore 
usefully emulate the ways South Korea has been admit- 
ting foreign banks’ | believe we may at least draw some 
useful lessons from South Korea in the following direc- 
tions: 


1) Based on the formulation an! perfection of various 
laws and regulations governing financial institutions, 
and according to the principles of mutual benefit and 
reciprocity, China should actively and courageously 
admit foreign banks. 


China's financial organization consists of government 
banks, mainly several large specialized banks with huge 
financial strength, absolutely powerful enough to com- 
pete with foreign banks, and capable of raising in the 
course of the competition the economic efficiency of the 
Chinese banks, thereby ending the present state of low 
profitability of their operations. If foreign banks are 
admitted to establish branches in China and seek prof- 
itable operations, it could increase China's foreign 
exchange expenditure, that is a fact. However, we also 
have to consider another angle, namely since we create 
conditions for China to establish branches in the coun- 
tries of these foreign banks, many countries of the world 
will have these provisions and demands for mutuality of 
conditions. Besides, as we admit foreign banks, we shal! 
correspondingly introduce the valuable experiences and 
techniques of these foreign banks. For that we shall have 
to pay a certain price. With the admission of foreign 
banks there is the possibility of illegal activities, such as 
evasion of foreign exchange deliveries and illegal pro- 
curement of foreign exchange. This can be avoided by 
China establishing sound laws and regulations and var- 
ious institutions for the control of foreign banks and by 
affording them appropriate guidance. In South Korea. 
the most important criterion when admitting foreign 
banks is the principle of mutual benefit, and, further- 
more, any adverse impact from the admission of foreign 
banks is avoided by enhancing the capabilities of the 
domestic financial institutions. It 1s very worthwhile to 
draw a lesson from this experience. 
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2) In admitting foreign banks we must firmly uphold the 
principle of such action being beneficial for the develop: 
ment of China's economy 


in theoretical respects, the introduction of foreign banks 
is beneficial in that it will allow the use of foreign capital, 
that it will encourage direct foreign investments in 
( hina. Chat it will promote the establishment by China of 
transnational enterprises and conglomerates, and that it 
will promote the development of a money market in 
(hina and have China become an international financial 
center However, whenever admitting a specific foreign 
bank. the principle must be firmly upheld that that 
particular foreign bank will have to benefit the economic 
development of China. For instance, all the six fore 
banks recently approved at Shanghai are all large banks 
of world standing, with huge capital resources, good 
credit standing. widespread connections with affiliated 
banks. a broad scope of business activities, and involve- 
ment in all fields of finance. They are closely linked with 
the economic and commercial life of i, they can 
provide Shanghai with capital, train qualified personnel, 
procure information, and establish contacts with over- 
seas. thus contributing toward the economic develop- 
ment of Shanghas. It shows us that we may also draw a 
lesson in thes respect, namely from the way South Korea, 
when admitting foreign banks, demands that they make 
a contmbution toward the economic development of 
South Korea 


4) Intensified control of foreign banks 1s crucial for 
fullest effectiveness of foreign banks in their promotion 
of China’s economic development. 


Because it 1s the intention of foreign banks when they 
open branches un China to open up the Chinese market 
and to gain profits for themselves, it is necessary to 
impose on them effective controls. This is also part of the 
South Korean experience Since China's conditions 
differ from those of South Korea, South Korea has an 
export-onented economy with exports leading to foreign 
indebtedness, while China has not yet opened up to any 
large degree and has presently admitted foreign banks 
only at Shanghai and the four SEZs. The overly mgid 
state of China's economic structure cannot very well 
withstand onslaughts from abroad, and this also deter- 
mines the need to adapt China's method and measures of 
controlling foreign banks to the national conditions of 
China. Control must primarily be intensified with regard 
to the examination of foreign banks when approving 
their admission and with regard to the sphere of their 
business operations and their capital resources. The 
central bank must enhance its capability to carry out 
investigations and controls. Presently. control of foreign 
banks consists mainly of the following: With respect to 
capital requirements, it 1s required that a foreign bank 
branch have a working capital in foreign exchange equiv- 
alent to 40 million yuan RMB, that a fully foreign- 
funded bank and a Sino-foreign joint venture bank have 
a registered capital in foreign exchange equivalent to 80 
million yuan RMB, and that at least 50 percent of its 
funds be deposited in a branch of the People’s Bank. Any 
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insufficiency in paid-up registered capital shall be made 
upevery year by collecting not less than 20 percent of the 
bank's after-tax profits. In respect of business opera- 
tions, their activities shall be limited to activities within 
the SEZs. Foreign banks may accept deposits, remit- 
tances, and import trade settlements only from foreign- 
funded enterprises and from foreign nationals. For all 
foreign banks a control of balance sheet ratios shall be 
instituted (liquidity ratio liquid assets shall amount to 
over 25 percent of total deposits, loan ratio: loans with 
foreign exchange guarantee to one enterprise must not 
exceed 40 percent of its actual share capital plus reserve 
fund, invesiment ratio the total amount of shares and 
bonds bought of one enterprise must not exceed 30 
percent of its actual share capital plus reserve fund, debt 
ratio’ the total amount of foreign exchange debts plus 
foreign cachange guarantees must not be more than 
20-times its own foreign exchange holdings). Foreign 
banks must deposit with the special economic zone 
branch of the People's bank a deposit reserve fund, the 
rate of the reserve fund must be regulated to between 5 
and 10 percent. The Central Bank shall be authorized to 
demand from foreign banks such information and data 
as statements of assets and liabilities, profit and loss 
statements. and business reports. It shall also be autho- 
rized to carry out periodical and irregular inspections of 
foreign banks. and to impose penalties in case of any 
illegal activity In future, it will also be necessary, 
depending on the change of circumstances, to further 
perfect the control of foreign banks, strengthen legisla- 
tive work in respect of foreign banks, and to have all 
foreign banks play an effective role in promoting the 
development of China's economy 
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Policy Options To Lighten Peasants’ Burdens 
Y2CFEO0O28A Dalian CAIJING WENTI YANIIU 
/RESEARCH ON FINANCIAL AND ECONOMIC 
PROBLEMS) in Chinese No 9. Sep 91 pp 43-47 


[Article by Zhang Rui (1728 3843): “An Analysis of the 
Peasants’ Burdens and Suggestion of Some Policy 
Options” | 


[Excerpt] [passage omitted] 


Policy Options for Lightening Peasayt Burdens 


Today. in order to successfully lighten peasant burdens, 
mobilize their cnthusiasm, and further the rural reform 
process, we must start out from the rural areas’ real 
situation and from the peasants’ production and living 
conditions and make policy adjustments. In our opinion, 
the concrete policy adjustment measures should include 
the following 


1. Society as a whole should show concern for peasants 
and make lightening their burdens the focal point of our 
rural undertakings. 
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The issue of »easant burdens is a very complicated one 
It is an economic as well as a political issue 


Failing to handle this wo ~¥ we may dampen the 
peasants enthusiasm and slow the pace of further 
increasing agricultural production. If we say that the 
management system which ‘gave ownership of means of 
production and output to the three levels of collectives 
and made the production brigade its base” was respon- 
sible for su hg the peasant’s enthusiasm prior to 
the Third Plenary Session of the |ith Party Central 
Committee. then the increasingly heavy burdens on the 
peasants are sible for not giving play to their 
intiative today This problem is especially acute in some 
localities, and it has produced many adverse effects on 
our social, political, and economic undertakings. It has 
jeopardized the relationship between the party and the 
masses and has ruined the government's image, and in 
some cases, it has even undermined the implementation 
of the party's and the government's policies toward the 
rural areas 


Today, the peasants are grumbling with dissatisfaction. 
They are angry. How can they be enthusiastic’? That is 
why we say that we must appeal to the whole society to 
show more concern for the peasants and to come up with 
plans and proposals to lighten their load. Meanwhile our 
leaders and the decision-making departments should 
make lighthening the peasants burdens the central issue 
of today’s rural undertakings and concentrate on this 
task until we get some results. It 1s our opinion that only 
in this way can we truly get a handle on the next phase of 
rura! reform 


2. We must act diligently in the spirit of the State 
Council's Document No. 12 (1990). 


First. the provincial, municipal, autonomous prefec- 
tural, and county party committees and county govern- 
ments must set up effective specialized organs to work 
on this task and monitor and manage the assorted 
payments handed over by the peasants We must con- 
centrate on one thing at a time until we have completed 
the whole task. In view of the broad ramifications, the 
complexity of the situation. the acuteness of the 
problem. the serious policy implications, the gravity of 
the task. the high standard demanded of the personne!. 
and other unique conditions, when working on this task. 
we must have a leader to take charge personally at each 
level. We must work as hard on this as we did on the 
agricultural output-related contract management respon- 
sibility system some years ago and produce real results in 
lightening the peasants’ burdens 


Second, we should put the peasants’ burdens on a 
legislative track. We must have laws to regulate the 
burdens and act in accordance with the law. We should 
promptly formulate the necessary laws or draw up some 
conditions pertaining to the peasants’ burdens and use 
legal means to set a limit to and tightly control the 
burdens, and we must use legal means to guarantee the 
peasants’ legal rights and privileges. For example. we 
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should come up with a “Rural Contract t 
Law’ ora “Peasant Tax Law” as soon as possible. 


Third, we should ize the relevant personnel to 
diligently sort out all documents relating to the peasants’ 
burdens. Today there are many rules and regulations on 
the peasants’ burdens. They have not been sorted out for 
many years. All documents which impose unreasonable 
burdens on the peasants must be voided. In the process, 
departments which have added unfair burdens on the 
peasants and which have failed to diligently clean house 
in accordance with the government's orders should be 
disciplined. 


3. The basic solution to 
lies in developing and 
economy. 


First, we must increase the collective economy's income 
and make the centrally ma projects more profit- 
able. In other words, we should use the collective's profit 
to pay for some of the public welfare expenses and the 
cadres’ salaries and reduce the direct burden on the 
peasants as a way to achieve the goal of lightening their 
burdens. In this respect, the villages can use some of the 
idied land to build collective farms, orchards, and farms 
to raise aquatic products and especially to develop 
township enterprises. These are ways to make the cen- 
trally managed projects more profitable. 


Second, we must strengthen the collective economy and 
get a handle on the socialized services as soon as pos- 
sible. Villages that are able to should take up tractor- 
ploughing. mechanized seeding, and irrigation projects 
and upgrade their agricultural infrastructure to reduce 
the use of individual-owned tractors and manual 
ploughing which do not do a good job and are expensive. 
This will also solve the problems of lack of irrigation 
capability during the dry season and incidents of extor- 
tion and high cost of upgrading the farms, and in turn it 
will also reduce the cost of agricultural production and 
increase the peasants’ income. 


the peasants’ burdens 
the collective 


Third, another way to increase income is to help the 
peasant houscholds develop family-based operations, 
which will boost their economic strength and will also 
lighten their burdens. Facts prove that the peasants are 
not as heavily burdened in localities where the township 
and village collective economies have a solid base or real 
strength. 


4. We should reduce the size of the contingent of cadres 
and perfect the adre management system. 


First, we should reduce the number of cadres and non- 
productive personnel. A substantial amount of money 
which make up the peasants’ burden is spent on the 
salaries of the village cadres. We must reduce the 
number of cadres and non-productive personnel To 
have better staff and simolified administration and 
fewer civilian personnel and village cadres, we should set 
a limit based on the size of the village and the amount of 
work. The village cadre should also serve as the villagers’ 
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group leader. Except where there are special needs, all 
nonproductive personnel should be eliminated. The 
number of village cadres should be tightly controlled. All 
unnecessary cadres should be cul, and people are 
assigned only if work is available. Vil cadres and 
nonproductive personnel should be paid according to 
work. Their salanes should be determined by the town- 
ship (town) party committee and government according 
to the amount of work, the amount of responsibilities, 
the local standard of living, and the size of the village 
and so on, they should not simply do as they please. 
Township and village civilian-run schools generally 
should not pay their teachers above the set limit. 


Second, we should perfect the cadre management system 
at all levels and be resolute in rectifying and curbing the 
tendency to over-emphasize numbers, output value, and 
speed when evaluating and promoting cadres. In the 
townships and villages, we should put in leadership 
positions cadres who have strong party spirit, who are 
diligent and honest in government, and who are eager to 
help the peasants and the masses. 


Third, we must be serious about managing the size of the 
contingent of cadres. We suggest setting up “leading 
groups on authorizing the size of government organs” in 
the departments directly affiliated with the township 
(town) and county governments to standardize the hiring 
system. The masses of staff and personnel who are paid 
by the peasants should be dismissed if they are not 
needed any more. Cadres who have violated discipline 
and who have ignored policies and rules and regulations 
should be educated if education is needed and criticized 
if criticism 1s called for. They must be disciplined by law 


5. We should have an accurate estimate of how rich the 
peasants are and make sure that they only shoulder a fair 
share of the burdens. 


First, we should allocate the burdens in a reasonable 
manner according to the peasants’ scope of operation 
and their income. For example, with regard to the village 
tax, special agricultural product tax, and farmland occu- 
pation tax, only those who have income from native and 
specialty products and those who utilize the land should 
pay the taxes. Sharing the tax burden on this basis is 
more fair than the original scheme of apportionment 
based on farm-size and per-head levy. 


Second, we should adopt, on a tral basis, the method of 
making the residential bases the primary source of 
revenues and supplement them with revenues gathered 
based on the area of farmland contracted. That is, over 
50 percent of the revenues will come from the residential 
bases and less than 50 percent from the contracted 
farmlands. This method can reduce the burden on the 
per mu retained profit of the contracted land. This 
method, as well as the one above, is especially suited to 
localities with a fairly well-developed rural commodity 
economy and will arouse the enthusiasm of peasants who 
are dependent entirely on the cultivation industry. 
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Third, we can also try the “two-farm system” to reduce 
the direct dispersion of the household's retained profit, 
Under this method, farms that produce grain rations will 
not be taxed, but responsibility farms will be taxed 
according to the contracted output and the area of the 
farms. In this way, the contracted pa ts for the 
responsibility farms will become a part of the centralized 
retained profit. 


6. We should change the method of letting the peasants 
shoulder all the burdens. 


First, we should raise the income tax rate on township 
enterprises and immediately rescind the tax-exempt 
Status given to all newly established township enterprises 
in the rural areas. Township enterprises’ income tax rate 
should be raised from the current 20 percent to 35 
percent. However, most of the township enterprise tax 
revenues should be kept in the rural areas to be used on 
developing agricultural production, especially as a part 
of the collective economy. 


Second, the cost of various rural projects should be 
shared by society. In particular, the cost of various public 
undertakings in the townships (towns) and villages 
should be apportioned fairly among the peasant house- 
holds, township- (town-) and vil run enterprises, and 
other industries and businesses on a fixed per- 


centage. 


7. We should urge everyone to struggle arduously and 
tighten his belt. 


First, we should reduce rural administrative spendi 
and reduce the staff size. Upon fixing the number of sta 
members and assigning jobs to the township and village 
cadres, we must limit our spending on unplanned organs 
and staff. The financial departments must disallow any 
extra spending on organs, staff, and personnel added 
without previous authorization. 


Second, we must tightly control the township and village 
cadres’ subsidies. Today, the village cadres are receiving 
more and more subsidies, both in amount and in vari- 
eties. We must comply with the state's policy to limit the 
village and township cadres’ subsidies according to reg- 
ulations. 


We must advocate diligence and thrift and curtail the 
practice of wining and dining and gift-giving. 


8. We must exercise closer supervision and examination 
and make our work more visible. 


Today, some localities are mismanaging the funds gath- 
ered from the peasants, some retained funds are not 
being accounted for in the books; some funds are being 
misspent, some funds which are intended for lightening 
the peasants’ burdens are being kept or diverted by the 
lower levels. The peasants are very dissatisfied. We 
should do a better supervision and examination job and 
put the issue of the peasants’ burdens before the masses 
or the people's congress for discussions. The townships 
and villages should hold regular villagers’ representative 
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assembly and general meetings to ee on how the 
collectives’ retained profits and centrally gathered funds 
are being spent. At the village level in particular, not only 
must we disclose what we have given to the peasants but 
also what we have taken from the peasants and accept 
the masses’ supervision. 


Spark Program Leaders Promote Rural Economy 


OW 2111145291 Beying XINHUA Domestic Service 
in Chinese 0747 GMT 21 Nov 91 


[By student reporter Lang Guohua (6745 0948 5478)) 


[Text] Beijing, 21 Nov (XINHUA)}—While imple- 
menting the Spark “ ~y a large number of young 
Spark Program leaders have taken the lead in accepting 
advanced agricultural science and technology and 
spreading it among peasants in rural areas and mon- 
tainous townships. As the flame of hope for a socialist 
countryside, they have kindled and boosted the rural 
economy's development and advanced invigorating agn- 
culture through the application of science and tech- 
nology 


—— statistics by a concerned department, there 
are 13 young Spark Program leaders across the 
country, of whom more than 60,000 have earned the title 
of peasant technician. Because they have acquired a 
certain level of scientific and technological knowledge. 
they are quick to accept advanced agricultural tech- 
nology. Moreover, as they live in and also love the 
countryside, they have been lauded by the peasants as 
scientific and technological personnel “whom we can 
afford to raise, who have stayed at our request, and 
whom we can use.” Working with other youth in the 
vicinity, young Spark Program leaders have formed 
technology associations and organized exhibitions to 
spread new technologies. By allowing households to 
guide villages and villages guide townships, they have 
succeeded in quickly spreading practical technologies. In 
the past two years, while invigorating agriculture by 
applying science and technology, with young Spark Pro- 
gram leaders serving as the main force, more than 1,700 
advanced technologies at the state. provincial, prefec- 
tural, and county levels have been popularized. The 
emerging young local professionals have inceased the 
number of people spreading technology in the country- 
side and enabled scientific and technological results to be 
recorded in the villages, households, and farms. This 
group of local professionals have become the main force 
in implementing the Spark Program and in invigorating 
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agriculture by a and technology. In pro- 
duction, young rogram leaders in various areas 


will decide which technologies will be popularized on a 
large scale in a locality, and in conjunction with the key 
development projects of a locality, they will do their best 
to assist in developing regional pillar industries. In 
Guangaxi's Pube: County, 234 young people took > in 
the Spark projects on “mulberry growing, sil 
breeding, and development of comprehensive process 

techn " They planted 280 mu of ~~ 
raised 6, 0 trays of silkworms. The output of mulberry 
leaves rose by 60 percent, and the cocoon forming rate 
increased from 60 to 97.3 percent. This project not only 
eased the shortage of raw materials for recling mills but 
also considerbly increased the rate of producing silk by 
cocoons and enhanced the quality of silk reeling. 


Young Spark Program leaders promoted the training of 
young people in practical technology and efforts to 
eliminate illiteracy, energizing the spread of science and 
technology throughout the entire countryside) Young 
people in various areas have launched various forms of 
scientific and technological activities. For example, the 
“young people's comprehensive agricultural develop- 
ment experiments along the Huang He" in Henan Prov- 
ince, the “spring of science and technology” activity in 
Anhui Province, the “Harvest Cup” competition for 
youth in Gansu Province, the “Winter Spark” activity in 
Liaoning Province, and the “scientific and technological 
knowledge” competition among youth in Shanxi Prov- 
ince, have all yielded good results. In Hubei Province 
“scientific and technological |00-point competition” has 
been launched in more than 100 townships and towns in 
29 counties and cities along the Chang Jiang. During this 
activity people have received traiming in practical tech- 
nology | million times, and about 100 small market 
towns have helped set up scientific, technological, and 
economic entities staffed mainly by young people. Ten 
counties (cities) have helped set up scientific and tech- 
nological training bases. All these activities have played 
a leading role in promoting scientific and technological 
activities among youth along the Chang Jiang. 


Because of their expenence, young Spark Prograr., 
leaders have vividly explained to the peasants the truth 
that “science and technology are the primary productive 
force” and the importance of eliminating poverty and 
becoming well-off and invigorating agriculture by relying 
on science and technology, thus making new contribu- 
tions to deepening reform in rural areas, bringing up a 
new generation of peasants, and promoting social and 
economic stability and prosperity in the countryside 
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Resurgence of Clan Influence in Rural Areas 


920 MOO40A Sha SHEHUI = VETY) 
in Chinese No 9, 20 Sep 91 pp & 
Article by Chen Y (7115 3057 1627) and Li 


eisha (2621 1201 $446): “The Power of Clans in Rural 


Community Life”) 
— Clan power as a mode of expression of the clan 


has been an im t force in the history of 
inese society that all ruling classes have used to 
maintain rule in grassroots rural communities from the 


time of slave society and feudal society on down to 
semi-colonial and semi-feudal society With the 
founding of New China, the power of clans came under 
destructive attack and disappeared from the scene for a 
time. In recent years, however, clan power has once 
again raised its head in rural communities, and is con- 
tinuing to grow. In light of this phenomenon, the writers 
conducted a survey in five natural villages under admin- 
istrative jurisdiction of a certain town near Xiantao City 
on the Jianghan Plain. There they found that although 
the power of clan groups has changed in character, it 
continues to play a destructive role as a feudal remmant 
in rural communities. It has become a potentially dam- 
aging force not to be ignored in the life of rural commu- 
nities. 

1. Natural Villages—An Environment for the Growth of 
Clan Power 


Clans are groupings of people having a common paternal 
kinship relationship. Natural villages are villages where 
clans possessing a common paternal kinship congregate 
and gradually grow. To this very day, natural villages 
remain the main form of rural communities in China. In 
addition, natural villages also form the basis for the 
administrative division of rural communities. 


The five natural villages that the writers examined are all 
located in a area of the Jianghan Plain where communi- 
cations are fairly well developed. Because these villages 
have a fair amount of contact with the outside world and 
because there 1s substantial population movement, the 
clan atmosphere in these natural villages seems superfi- 
cially not to be as pronounced as in isolated areas Even 
so, the structure of these clan groups has remained 
virtually unchanged since the period immediately fol- 
lowing liberation. Each natural village consists basically 
of from three to six main clan groupings. Consequently, 
clan power, clan concepts, and frictions or even clashes 
have continued to exist. During the period immediately 
following the founding of the people's republic, the Party 
and the government organized the peasants to take the 
road of cooperativization. Although clan organizations 
were banned and clan activities came under serious 
attack, nevertheless, because of the natural village resi- 
dence pattern inherent in rural communities, members 
of mutual aid teams formed at that time on the principle 
of voluntary participation were mostly people of 
common clan ancestry Clan relationship became an 
invisible bond linking cooperatives internally. During 
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the people's commune period, the natural villages 
became basic accounting units in the collective economic 
organization, i.e., the production teams. Although - 
power lost its former foundation for playing a role 
nevertheless, clan ideas continued to exist 

ated the people's commune administrative system in 
rural communities. Operating under the cloak of the 
collective economy, clans continued to play a role. After 
rural villages instituted the family output-related con- 
tract responsibility system, families became the basic 
production units in the collective economy. With the 
bolstering of the position in production of families 
bound marriage and kinship ties, clans 
having solid kinship ties played a role once again, and 
had an influence on rural community life at the grass- 
roots level that could not be ignored. 


In the five natural villages surveyed, each of the large 
clans formerly had its own clan customs, clan register, 
and ancestral hall. As a result of strict party and govern- 
ment limitations on clan activities, clan customs were 
wiped out, during the Cultural Revolution most clan 
registers were destroyed Ancestral halls were ago 
either abandoned or converted to other purposes. With 
an increase in clan consciousness, as well as in response 
to certain objective requirements (such as clarifying 
genealogy) in recent years, the continuation of clan 
registers has become a universal rage in these villages. 
Today, three of the five natural villages have revived and 
continued the clan registers. and one of the remaining 
two is preparing to do so. Only one has no current plans 
io continue clan registers 


The movement to continue registers in these viilages 1s 
frequently led by those who were in charge of clan 
registers in the past. To a certain extent, these leaders 
play a role as clan chief. Usually they are people who 
have a strong clan consciousness and are keen on clan 
activities. The movement to continue clan registers 1s 
not limited only to a village or a town. Because of the 
increase in population movement, it extends across 
jurisdictional lines. Any clansman having kinship 
through the paternal line may be involved. The source of 
funds for the continuation of clan registers is the volun- 
tary donations of clansmen. All clansmen who take part 
in continuing the register pay between 10 and 30 yuan 
per male in each household registered. One difference 
from past practice is that today households having no 
boys but two - may register one of two daughters, and 
in time each family receive a copy of the clan register. If 
a family has several children in the register, it may have 
to pay as much as 100 yuan for registration. Even so, 
peasants rush |» participate. The local peasants say: 
“One counts reiatives for only three generations, but a 
clan goes on for 10,000 years. The expense is worth it.” 


When replying to questions about the main purpose in 
reviving and continuing clan registers, the answers given 
in order of their importance were as follows: “To know 
one’s ancestors” in 42 percent of the cases; “to know 
one’s fellow clansmen” in 36.5 percent of the cases, and 
“to know one’s own position in the clan hierarchy” in 





Daily Life 
Clan power is an of the strength of clan 
groups The patiern of residence in rural villages as well 


follows marnages and funerals. mutual assistance in 
production, holiday celebrations, and conflicts with out- 


ecnerally these events as duties that 
individuals must perform With the increase in clan 
consciousness, the rage for elaborate weddings and 
funerals has become more and more intense Not only do 
these activities strengthen contacts within clans, but they 
also show off clan power to outsiders Holiday celebra- 
tions involve mostly mutual visits among clansmen. 
sacrifices to ancestors, and fnendly association during 
the lunar New Year In modern life, New Year celebra- 
trons have increasingly become social entertainment 
events, thus. the amount of coming and going among 
clan members has decreased still an important 
way for clansmen to improve y feeling and their 
sense of identity, the importance of the New Year 
celebrations is only half that of weddings and funcrals 
With the institution of the family contracting system. 
mutual assistance during busy farming seasons has grad- 
ually developed into cooperation among clansmen This 
cooperation 1s of crucial importance for individual fam- 
ihes Bound together by close clan feelings and linked 
together in resistance when clashes with the outside 
world occur, this means of maintaining fnendly clan 
feeling serves both as an cxpression of the caclusiveness 
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of clan Gower and aleo as a Means of self-protection that 
Bfassroots townships and villages have long used 


With the institution of the family related contract 
system in rural villages, indiv families have to 
cape reece eae Gay SS t of each 

her Becaus’ of the ceasonal nature and the uncertainty 


mall 
year —_ J0eodd peasant families that the writers 
wy 


7 
y 

came from within the same clan The amount of assie 
tance was felated to the size of families Families having 
a small number of members sought cooperation some: 
what more frequently) and families having a large 
fhumber of members frequently required ho cooperation 
ai all because they were able to complete their work 
during the busy seasons using the labor avaiable from 
within the family 
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When they encountered hardships in their datly life. the 
peasants surveyed also mostly turned to clansmen for 
help (See table below.) They did not obtain much help 
from frends and neighbors. and no organization existed 
to which they could turn for help This shows that in real 
life in grassroots rural communities, clans still form the 
main bond linking one family to another. and they are 
the main place to which people turn to find help in 
production and daily life Because the social division of 
labor 1s not weil established. and because specialized 
organizations are not yet well developed and perfected. 
clan groups still possess substantial cohesiveness An 
overwhelming majority of peasants have changed over 
from rehance on collective organizations to reliance on 
clans 





Those Asked for Help in Times of Trouble and Family 
Size 
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When the writers asked whether not having the protec: 
tion of a clan was all right under the current environment 
eassting in fural communities, 4) percent of those sur 
veyed believed that it was either “positively fot all 
right,” of not all mghi,” while those who felt it was ‘all 
right” of that "it did not matter” totaled 28.5 percent 
However, fot a single person believed it was positively 
all right.” Clearly, a substantial portion of peasants 
today depend in varying degrees on clan 
reliance results from the following first, a tion 
of public order in fural society in fecent years and 


Second. if 


means of solving conflicts In the five natural villages 
reyed most frequent reason for conflicts 
en cts between clans was chil- 


ngs 
about farmland water use These conflicts involve people 
over a wide area and are very ‘esiructive, and clan 
power 1s casily drawn into them 


Without a doubt. clan groupings are interest groups that 
stem from the natural village pattern of residence. pro- 
duction, and way of life in rural villages This interest 
group is not only held together by special kinship 
marriage. and local ties. but is also held together by 
closely knit practical interests These are capressed both 
in the traditional pattern of interpersonal relationships 
and also in a real social community in which interests are 
shared Thus. one may deem the clan groupings in rural 
communities today to be inevitable ou hs of the 
strengthening of internal links within rural clans brought 
about by system reform during the period of transition 
from a natural economy to a commodity economy It is 
for this reason that these groupings contain both tradi. 
tronal features that have endured throughout history as 
well as the fresh imprint of actual society 


The lefiteration of Clan Power Into Rural Political and 
Fconomic | ife 


The influence of clan power of political life in rural 
communities shows up. first of all. in its effect on cadres 
in rural organizations Following the dismantling of rural 
people's communes. the former production teams. which 
are now the village organization gradually pul into 
practice villager self-rule whereby village organization 
cadres are directly chosen by the villagers. In actual 
practice. however, most village Party branch secretaries 
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are appointed by the CPC committee at the neat h 
level In the case of the village chief and the head of the 
village organization. a combination of HoMmNatiON at a 
higher level and election by the villagers has come into 
being Keportedly, in appointing and nominating people. 
it is Heeesary to lake into consideration the strength of 
the clan that the candidate represents According to a 
cadre if the town government, when a rural organization 
cadre is appointed of nominated howadays, Hot only is i 
necessary to consider whether the person's work perfor: 
Mance is adequate. bul one Musi also take into account 
whether the «lan he represents is influential, otherwise, it 
will be impossible to move ahead with work The five 
Ofganizations in Jiangbe) that we surveyed were made up 
of four clan groupings. two large clans among them—the 
Yan and the Niang clane—being evenly matched in 
sirength Never friendly with each other since ancient 
times, in the election of village organization cadres they 
waged both open strife and veiled struggle against each 
other, neither vide being willing to give the impression of 
weakness. and neither vide being willing to see a candy: 
date from the other side win the election The result of 
the dispute was that neither side's candidate ran for 
election The final compromise solution was for a higher 
authority to appoint a person from a smaller clan to be 
elected When we questioned this person, he said humor- 
ously “In a tussle between a crane and a clam, only a 
fisherman benefits’ That's my position.” Among the 
five natural villages that we surveyed. four of the elected 
village cadres came from powerful clans 


Second is the caxtension of clan power into grassroots 
level government This shows up mostly in the following 
ways When township and town leaders select cadres, 
ihey appoint only relatives. when they appoint or nom- 
inate village organization cadres. they favor fellow 
clansmen. they place trusted followers in important 
agencies of in positions where a profit 1s to be madc, and 
whenever a clansman or his children break the law. they 
intecede on their behalf or they iWlegally use their 
authority to help thei clansmen. and other measures 
Because an overwhelming majority of township and 
town cadres are villagers from certain natural village 
who grew up locally. they have a thousand and onc ties to 
the clan groupings in the natural villages and a strong 
clan consciousness. In addition, Party style is corrupt. 
the social atmosphere is corrupt. and the work style of 
some cadres 1s corrupt Asa result. clan power, as well as 
the strengthening of the patriarchal clan system concept 
that stems from it. has permeated government agencies 
Thus. the corrosive influence on cadres of clan power 
and the clan system concept intensifies the corruption of 
Party style and the social atmosphere Conversely. the 
corrupt Party style and social atmosphere opens the door 
wide to the rampant spread of the backward patriarchal 
clan concept The rampant “petticoat influence” and 
“relavonship networks” in rural communities today arc 
an outgrowth of the hybridization of the clan concept 
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with various feal social problems Not only do they block 
the normal development of rural communities, but they 
also threaten relations between cadres and the masses 


Not only has clan power blossomed in grassroots polit 
ical life, bul it also plays an important role in rural 
economic life. In addition to the mutual help between 
clansmen during the busy seasons in agricultural produc: 
tion, still nother eapression of the way that clan power 
has permeated the rural collective economy is the clan 
takeovers of rural enterprises, of the clear trend toward 
such clan takeovers. The writers surveyed the enterprises 
run by three villages in the town where staff members 
and workers numbered fewer than | 5 and the plants were 
built during 1986 and 1987. The enterprises in these 
villages were not and their equipment was anti 
quated, most of it old equipment that cities had thrown 
out Plant buildings were also very rudimentary When 
the plants were built, all of the plant members were 
appointed by higher authority, and their staff members 
and workers were jointly appointed by their village 
organizations The plants lost money, so staff members 
and workers received no wages, and the enterprises 
verged on collapse In 1988, the plant manager contract 
responsibility system was pul into practice everywhere, 
the method of contracting being as follows The village 
appointed managers of two plants. and tenders were 
submitted for managership of one plant. Afier con- 
tracting. the plant managers of the village-run enterprises 
hired all staff members and workers themselves Conse- 
quently, the plant manger’s (i.c.. the contractor's) rela- 
tives or clansmen became the leading lights in the 
enterprises. One example was the Maotao Village Plas- 
tics Plant whose main product was plastic packing boxes 
for food products. It had an output value of 150,000 
yuan per year The plant has only seven staff members 
and workers. four of whom are directly related to the 
plant manager. including a daughter. a younger sister. a 
younger sister's husband. and a mece The other three 
staff members and workers are fellow villagers that the 
plant manager trusts. The plant manager said: “Mem. 
bers of one's own family are easy to get along with. They 
have a family feeling about the plant, and they do will 
not quibble about how much money they make ~ Actu- 
ally. it 18 a case of not letting outsiders get any benefit 
“The psychology of “those not of my family are of an 
alien mind” is at work here. The plant managers of the 
enterprises that these three villages operated holds 
authonty over personnel. financial. and supply and 
— ay matters in their own hands in a patnarchal 
system of management They hold very great authority 
and wield considerable influence over their clansmen 
That such a family style enterprises is able to succeed so 
well in the prevailing economic slump makes people 
treat him with increased respect 


Ways to Restrain Clan Power 


Clan power has rauwed its head once agam im rural 
villages, and patnarchal clan concepts are rampant once 
again They have already had a sernes of bad effects on 
rural community life 
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First of all, clan power interferes with the enforcement of 
state policies. It is particularly evident in fulfillment of 
state-contracted procurement of fixed amounts of ¢ 

in the payment and retention of funds, and in planned 
parenthood. The writers found in the course of thei 
investigations that cadres vently encounter obstruc: 
ion from entire clans in the performance of their 
planned parenthood work. in grain collections, and in 
the collection of retained funds, and they are even 
surrounded and beaten As a fresull, grassroots cadres 
find themselves in an awkward predicament in which 
they dare not perform thei duties. 


Second, clan power obsiructs township and town — 
menis in the task of community administration. In rural 
villages, the main task of grassroots level cadres is to 
report information upward and to transmit instructions 
downward as a service to villager uchion and daily 
life, however, things do not actually work this way In 
actual fact, the services that qaaeses government pro- 
vide peasants are extremely limited, yet the number of 
things that peasanis musi tender to higher authority are 
my ho means small. This makes for extremely tense 
relations between cadres and the masses The linking 
together of clan groupings that have occurred in recent 
years as an expression of clan power have become a 
major obstacle to the discharge of social administrative 


work by grassroots cadres 


Finally, clan power endangers rural social order 
Although clan power has an aspect of protection of clan 
members, i also rural social order In recent 
years, fights have frequently occurred over trivial mat- 
ters. At times, people have used force to fnghien people 
instead of using reason to convince them. and this has 
led to armed clan fights One instance occurred in a 
certain nearby village where a peasant wife took poison 
to commit suicide after a quarre! with her husband Asa 
result, her family organized a group of more than 100 
clansmen who forced their way into the deceased's 
home. which they vandalized at will in violation of 
national laws, and then d out the husband's par- 
ents and buried them alive. Only after a public security 
agency appeared did the situation subside. In rural 
villages. most people do not understand the need to 
protect themselves through legal methods. nor do they 
know about using the law to deal with others. They 
believe that “might makes nght ” 


We must realize clearly that the resurgence of clan power 
in China's rural communities at the present stage is the 
resuscitation of an old force im the process of rural 
economic system reform To a certain extent. it tempo- 
ranly meets certain needs of rural residents by arousing 
once again the clan kinship feclings that were suppressed 
in the past In some aspects of production and darly life 
this fills a void left in the collective economic organiza 
ton 


As a matter of theory, we must point out clearly that clan 
power runs counter to progress in the development of a 
commodity economy. it 1s imcompatible with the goal of 
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wmeialiat modernization However, during the presen 
siage when productivity is very low in rural villages 
family farmang is paramount, we find the complete 
eradication of the latent influence of clan 
difficult. The first task at the present ume is 
improvement of functional organizations at all 
provide services a8 a means of solving the 
difliculiies that peasants encounter in production 
daily life. thereby enabling the peasants gradually to 
themselves from adence on clan 
power Second is need to enhance rural 
and to information about the legal 
perfect all rules and ions, to pun 
illegal activities of 
protect the personal safety and the safety of 
of the peasants. Third is to do 
building Party style and cadre work 
cadre corruption, particularly the abuse of 

private gain, and hg an image of cadres as public 
servants of the people. In addition, mort to be 
done in building socialist spiritual civilization in rural 
villages. in actively disseminating scientific and cultural 
information, and in y and uplifting en 
tainment to bring about a in the rural way of life 
that undermines the influence of clan power on the 
peasants’ way of life 


In addition. the most basic way to repress clan power is 
to continue to deepen rural economic reform, to perfect 
the two-tier rural operating system, and vigorously to 
develop the socialist commodity economy, thereby 
enabling the peasants ultimately to make a transition 
from narrow kinship and regional relationships to rela- 
tronships in which vocational association 1s paramount 
Only in thes way will clan power gradually wither away 
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‘Public Relations Ladies’ Active on Maintand 


920 M00274 Hong Kong KAIFANG sage 
MAGAZINE] in Chinese No $7, 15 9/1 pp 57-59 


Article by Li Shan (2733 1472) “Without Female 
uty Today Things Do Not Get Done—Account of 
Women's Public Relations on Mainland”) 


[Excerpts! [passage omitted) Thanks to 10 years of 
reform and opening up to the outside world, people on 
Mainiand China today have truly learned the many ways 
of “capital” — | and. in certain respects. 
have even surpassed t By cozying up to others with 
female beauty and moncy. people in the business world 
on the mainland today display a high degree of profi. 
crency 


Too many stones of bribing and being bribed. embez- 
rling and lining one’s pockets. are heard, as well as many 
cases of using the authority of one’s post to philander 
and of using public funds to buy sex from prostitutes 
Today we concentrate on showing how mainland busi. 
nesemen sect the “sex trap.” [passage omitted] 
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Ten years ago, many people on the mainland were totally 
unfamiliar with the two words ‘public relations" How: 
ever, a ‘public relations craze” quickly swept the main: 
land. Public relations’ correspondence classes, (rain 

Classes, and advanced classes emerged because 

demand On the coast there is an electrical appliance 
company with 200 of 400 persons More than 0 of them 
are yt FA 


more 40 are regular public relations ladies who 
work in all parts of China. A hotel in a certain large city 
simply changed some of its service personnel to public 
relations ladies who solicit businessmen in the daytime 
and dance with guests in the evening 


People are no longer unfamiliar with the term “public 
relations’. they even have opeae understanding of 


> Ge aut, > Garay <0 oma D 0 oe 
special economic zone reached an impasse in his nego- 
tiations with a foreign businessman when each of them 


pany went away with the foreign businessman for several 
days of “relaxation.” After this “relaxation” the foreign 
businessman changed his position at the negotiating 
longer adhered to his position over 


With female “public relations” exerting this magical 
power, it 1s no wonder that a good many factory directors 
and managers. when going on business trips. always take 
with them well-dressed beautiful young women with the 
professional titles of “public relations ladies” and 
“public relations secretaries.” This type of “public rela- 
trons lady” 1s usually well remunerated and leads an 
easy carefree life Applying a certain manager's witt- 
cie™, One CaN Say it 18 a Case Of “maimtaining an army for 
a thousand days to use 11 for one hour “ Someone else hit 
the nail on the head “Public relations” allows inter: 
course between public relations ladies and male guests 
This intercourse 1s very effective. and 1 equivalent to the 
power of a large army [passage omitted] 


Because people commonly undersiand “public rela 
ons” as a way for an enterprise to boost its sales and 
make money, a “public relations lady” 1 pust “bait” for 
“hooking a big fish ~ After the public relations business 
emerged on the mainland. it deviated from the correct 
path One could sce a pattern in the “beautifying” of the 
public relations ranks and in all the “public relations” 
devices. A sample survey taken in China showed that. in 
enterprises and enterprise units 96 percent of those 
working in public relations had not recenved systematic 
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training in this Held and that 80 percent of them were 
young women, with a tread toward filling the ranks with 


beautiful women When advertising for public relations 
ladies. a certain enterprise in the north even ostenta- 
tiously made part of its critema the woman's height, 
weight, and vital statistics Recently China has, on many 
occasions, held activities with Chinese characteristics 
involving “topflight public relations itions” and 
“publi. relations ladies selective trials” In content and 
form these activities are intended to ‘select the beauti- 
ful In this regard some people have drawn "a picture of 
the empty-headed beautiful women” to portray “public 
relations ladies.” satirizing them as having bellies that 
are too empty and qualifications that are too low Other 
people say with a sigh) With public relations bei 
reduced to nothing more than a ice of beaut 
women accompanying male guests, much difference 
is there between this ice and that of the “public 
relations ladies” in Hong Kong night clubs who are 
called “flowers of social intercourse” Although this is 
the way things are. many well-dressed women sll 
ramble to be in “public relations” because it is a 
“erative line of work 


A university student majoring in English accepted an 
offer of employment in public relations in a certain city 
inthe south After three years she returned to the campus 
for a reunion with her old schoolmates Dressed fashion- 
ably and bearing an air of refinement. she was skillful in 
making overtures and had a lot of poise. She is now in 
sole charge of keeping track of a shop's capenses, and has 
sent to each of her mates a ‘money and advantage 
coming your way” tie 


It 16 easy for “public relations ladies” to make money, 
but hidden in the background is an anguish that out- 
widens cannot know, because resorting to the devices of 
“public relations” often means sacrificing one's dignity 


“To stimulate business” Tang Zhengguo (3282 2973 
(948) assistant manager of the Sales Promotion Depart- 
ment in the san Township Indusinal Company. 
Nanhui County. /rangsu Province. often solicited quite a 
few young women to engage in “public relations” with 
customers. Stopping at nothing in their “play.” they 
provided a house of prostitution for the customers After 
thes case was revealed. their chents were tracked down 
and found to number 4) men Among them were more 
than a few factory directors, secretanes. and managers. 
and also supply and marketing personne! and pharma- 


cme 


A meeting to order products was held in 4 certain 
province During the meeting the activities that were 
most frequent and that prompted the most smiles were 
those of the “public relations ladies.” Draped with 
nbbons of red alk and adorned with colored silk fee 
toons. they not only circulated among the men placing 
orders. who were “scorched by their heat,” bul also, mn 
lume with theer leader's intent. “served as tokens” for the 
men placing the key order 
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A cerlain company invited a Hews unit to Cover a sory 

lis original intent was to give “presents,” which it had 
prepared _ to the reporters, but the leader of 
the * group refused to accept the presents 
Therefore, the company manager found several public 
relations ladies’ and had them arrange a pme of “Great 
Wall” with the reporters, By nightfall each “publ 
relations lady” had “lost” over a thousand yuan. Do not 
imagine that this “capital” was drawn from the purses of 
the “public relations ladies it was the company's 
money The rs knew what was going on, and, of 
course, Hone of their articles failed to extol the company 


Public relations, public relations—in the final analysis tt 
means trying to establish connections with an ulterior 
motive is jargon that puts it more succinetly 
Public relations means using a smile to make people put 


money in your pocket. [passage omitted) 


As for the hotel business, the hotels run by individual 
households, whether in terms of guest room facilities of 
environment and hygiene. cannot maich the hotels run 
by the tourist agency, bul they are doing much better 
business than the state-run hotels Why’ Because they 
are at providing the “lure of sea’ It is easy for men 
on business trips or traveling in China to wee this 
seene—Al 4 railway sation exit a tide of people is 
surging out A middle-aged woman with a small red fag 
in her shouts to the passing travelers “Staying al a 
hotel” The state-run hotels are top quality and incapen 
sive, their environment is superior and refined. their 
facilities are good...” Before she finishes speaking the 
travelers have gone Not far away a pretty young woman. 
who is fashionably dressed. neither shouts nor holds a 


small red . She only needs to smile sweetly and 
say “At our hotel activity is convenient and free. In 
the can play mah or lcan play various 


‘games you. Shall we go” Afier che fnwhes 
speaking a large one of young travelers follow her into 
the hotel van. Without mincing words a middle-aged 
man from the north said: “I like to stay at this kind of 
hotel, where there is freedom, and every evening if | 
want to find .. it 8 convenient. Even our section chief 
when on a business trip, likes to stay in such a hotel To 
put it bluntly. 1s not the idea to have a litle fun” 


On Shanghai's Nanjing East Road. a private entrepre 
neur called A San Tou opened a wineshop Because 
business was bad. in three months he lost more than 
6.000 yuan and faced the prospect of having to clove the 
shop. On tenderhooks. A San Tou was a6 anxious a6 an 
ant in a hot pan One day his female younger cousin Sha 
Sha entered the tavern. yelling “Eider Brother A San. | 
have nol seen you for two years You have become a ty 
boss. | just got out of the ‘temple (prison) and | thought 
first of staying with you for a while to ect by" “Arya, thes 
shop of mine loses Money every month How can | keep 
you”” “Your shop front pretty enough Why) do you 
nol grt business’ le «ft fot because vou do fot have a 
hostess” Most customers in privaic sineshop. an 
‘thends cul from the same mold who like to have a 
pretty gr! drink and chai with them Tomorrow | ail) tx 
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your hostess, and it will be a miracle if | do not lure 
customers away from the cluiches of those two women in 
the wineshop opposite yours!” 


The neat day Sha Sha wore 4 transparent sheer wlk 
sleeveless low-cut blouse and a pink miniskirt: Mer pretty 
face was lightly made up with rouge and lipstick, making 
her more charming and atiractive Standing at the wine: 
shop entrance she smiled at every man who passed by 
Several young fellows moved toward her and, taking her 
hand, went into the wineshop. In the shop Sha Sha 

red wine and tea for them, teasing them by showing 
alse displeasure Some of the men took liberties with 
her, but she still smiled, and for these men the more they 
got the more they wanted 
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Ever since Sha Sha cleverly drew in customers with her 
feminine charm, the wineshop has changed from one in 
which customers were few and far between to one that is 
much frequented Business is getting better and better, 
and the shop is taking in more and more banknotes 


It is understood that at present 90 percent of the small 
wineshops fun in Shanghai by private entrepreneurs 
employ “pretty public relations ladies,” and some of 
these wineshops provide customers with a place for 
debauchery Last year, in the four districts of Mua- 
nepu, Yangpu, Nanshi, and Zhabei alone, 20 of wo 
wineshops were raided for illegal activities of 
debauchery 
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Jiangsu Official on Antipeaceful Evolution 
OW 1411154891 Nanjing Jiangsu Provincial Service 
in Mandarin 1015 GMT 12 Now 91 


[Report by (Zhang Chunchan), from the “News’ pro- 
gram) 


Teat] Jountly sponsored by the provincial Organization 
Jepariment. Propaganda ment. and the provin- 
cial party school, a study class for leading cadres at 
departmental and bureau levels, on a special topic of 
antipeacetul evolution, was opened today in the provin- 
cial party school Leading cadres at departmental and 
bureau levels in charge of ideological work in |!) cities in 
the province, a provincial deputy party sec- 
retaries, members of the Standing Committee, head of 
the Propaganda Department, other responsible persons 
of provincial-level organs, including departments of pro- 

nda. theory. press and publication, culture, foreign 
affairs. public security, and political and legal commis- 
sions. as well as responsible officers of the propaganda 
departments of over 9! cities, counties, and prefectures 
attended the opening ceremony Hu Fuming, provincial 
Standing Committee member, as well as president of the 
provincial party schoo! officiated at the opening cere- 
mony 


Comrade Sun Jiazheng. provincial deputy party secre- 
tary. made an important speech Comrade Sun Jiazheng 
said: The principal task of this study class is to study 
Jiang Zemin’s “| July” speech. It is a programmatic 
document of long-term guiding significance: We must 
study it serously and advance unwaveringly along the 
party's basic line. The party's basic line may be summed 
up in 16 words [in Chinese}: the party's leadership and 
socialism, solidarity and stability, reform and develop- 
ment This is the keynote and substance of our work 
Comrade Sun Jiazheng pointed out’ Whatever issue we 
may study. we must not deviate from the party's basic 
line or from burlding socialism with Chinese character- 
istics. All tasks must be unified under this structure, and 
80 be it with antipeaceful evolution Antipeaceful evolu- 
tion 18 a mayor problem, and it must be studied properly 
We must, on the basis of our study of the relevant 
document. pay particular attention to three specific 
issucs—namely. how to assess the form of antipeaceful 
evolution in a screntific manner and by seeking truth 
from facts. how to correctly understand the central 
authorities’ policies and grasp the principles of the 
antipeaceful evolution struggle. and how to base our- 
selves on our home ground and do our job well Comrade 
Sun Jiazheng said Doing a good job in domestic work 
may be summed up by four phrases: economy is the 
foundation, power, the nucleus, ideology. the soul, and 
party building. the key Antipeaceful evolution work 


must be closely coordinated with reality We must have 
a pretty good idea of the key and do our job well 
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Article Details Labor Camp Escape Attempts 


MWA2011124091 Hong Kong MING PAO in Chinese 
13 Nov Ol p? 


Article by G Wen (7895 2429) “Escapees From 
yang Center for Reform of Criminals Through Labor 
in Hubei Province Total Over 100"] 


[Text] Since May, Shayang reform-through-labor center, 
which is situated in the hills in western Hubei, has 
experienced many cases of violence by prisoners wanting 
to escape from the prison Recently, there was a serous 
incident in which they tried to break out of the prison, 
and some teaching and administrative cadres and armed 
police were killed and injured The violent prisoners 
were finally subdued by the armed police 


On the morning of 15 September 1991, several prisoners 
serving life sentences instigated all the prisoners, who 
were undergoing reform-through-labor at the labor zone 
of Shayang reform-through-labor-center, to stage a 
sudden rot, they cred hysterically and used the tools in 
their hands to strike the prison wall and killed an 
administrative and teaching cadre at the spot, hurt many 
others. and brought the whole labor zone under their 
control 


The armed police detachment, which was guarding the 
center, immediately went on emergency alert, and armed 
personne! surrounded the labor zone. Because the pris- 
oners who took part in the mot significantly outnum- 
bered the armed police detachment, while the incident 
was spreading. the detachment commander ordered his 
men to watch closely the developments of the incident, 
reported to his superior, and asked for reinforcement. 


During the confrontation between both sides, some 
prisoners who were serving shorter terms became 
calmer, but those who were serving longer terms and had 
committed serious crimes put all their eggs in one basket 
Three prisoners snatched a truck and drove straight 
forward to the main gate of the center, while some 
prisoners followed the truck and tried to dash out. 


The armed police used tree trunks and other obstacles to 
stop the truck, and the wild prisoners used their scrapers 
and shovels as weapons to launch hand-to-hand combat 
against the armed police Many armed police were hurt 
by the prisoners who stabbed them or hit them with 
rocks and bricks 


Because there were many passers-by outside the center, 
the armed police could not fire At the critical moment, 
the reinforcements arrived and hit and hurt several 
prisoners who took the lead in the mot, finally sup- 
pressing this large-scale prison mot incident 


According to information, Shayang reform. 
through-labor-center has more than | 00 cases of escapes. 
some used tricks, some resorted to violence 
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In May this year, & prisoner who was serving a 20-year 
sentence killed a driver who drove a brick treck and 
changed his clothes in an attempt to escape from the 
center, but he was discovered by the guards and arrested 


On the afternoon of 29 July 1991, three prisoners who 
had committed serious crimes hid in a dark corner, they 
stole a police car, kidnapped the director of the prison 
administration department of the center, and tned to 
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escape by driving the car. A guard discovered them and 
fired a warning shot, other guards surrounded the scene 
after hearing the shot. The prisoners found that their 
escape plan was hopeless, they then used the director as 
their hostage and demanded means of transport for them 
to escape. The detachment commander pretended to 
agree to their demands and ordered the sharpshooter to 
shoot and hurt the prisoners, who were then arrested, 
and the hostage was rescued 
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Editorial on Participation in APEC Conference 
> ‘B0170A Taipei LIEN-HO PAO in Chinese 9 Nov 9/ 
p 


[Editorial entitled “Significance of Taiwan's Participa- 
tion in APEC's Ministerial Level Conference”) 


[Text] The Third Annual Ministerial Level Conference 
of the Asian Pacific Economic C tion (APEC) will 
be held in Seoul, Korea, on | 2-14 of this month (Novem- 
ber). Upon ratification on the first day of the conference, 
Taiwan, the PRC, and Hong will officially join the 
organization and will participate in the discussion of all 
issues on the agenda. oe eee ee 
the simultaneous admission of Taiwan, the PRC 
Hong Kong as members, there will be three other impor- 
tant topics: One, how to strengthen the economic coop- 
eration in the Asian Pacific region, two, how to 

regional free trade, three, to hear the 10 work groups 
present their work reports. As an expression of its 
enthusiastic participation and A, yA to fulfill our 
international obligations, Tai ized a large 
22-member delegation headed by MOEA | {Ministry ‘a 
Economic Affairs] Minister Hsiao Wan-chang (5618 
§502 7022). The tion is made up of officials from 
MOEW, Ministry of ign Affairs, Ministry of Com- 
munications, Ministry of Finance, Council of Economic 
Planning and Development, Council of Agriculture, 
Council of Labor Affairs, and the Executive Yuan's 
Environmental Protection Agency and other relevant 
officials. This large delegation not only reflects the 
importance we attach to and the enthusiasm we have for 
the organization, but it 1s also our hope that we will play 
an active role in the 10 small groups after the meeting. 
This will be the first time our ministry officials partici- 
pate in any international ministerial level meeting since 
we withdrew from the United Nations and severed 
diplomatic ties with Japan and the United States, and to 
us, it will be a very important event in at least th 
following sense: 


|. The PRC has all along tried to block our participation 
in any international organization. In particular, of the | 2 
orginal members of APEC, except for Korea, none has 
diplomatic relations with us. It was Korea who is hosting 
the Third Annual APEC Conference that managed to 
convince the PRC to consent to our joining the organi- 
zation at the same time. It is no doubt are cf , but it 
is also a reflection of this country’s econon.ic clout in 
recent years. Our economic activities in the Asian Pacific 
region have made us a force to be reckoned with. In 
meeting with the APEC delegates, President Li made a 
point of emphasizing the organization's importance to 
Taiwan. He also instructed member of the delegation 
“not to befnend nor to avoid” members of the PRC 
delegation. He said that Taiwan and all member nations 
of APEC are completely equal in .tatus. This represents 
a big step forward in Taiwan's international economic 
and trade relations in recent years. 
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2. In the past, under pressure from the PRC, interna: 
tional organizations have rejected us, Our —y be 
APEC at the same time as the PRC and Hong Kong 
should signify a very important new mode of our partic 
ipation in international organizations, As Premier Hau 
of the Executive Yuan pointed out when he met with the 
delegates, this represents a new direction of Taiwan's 
future international economic and trade relations. It is 
hoped that we will follow the same direction when we 
join other international organizations from now on, that 
we can make one breakthrough after another and blaze a 
new trail in our foreign economic and trade relations. It 
is Our Opinion that whether to accept Taiwan as a 
member will be an important topic at the forthcoming 
GATT council meeting. We should seize the opportunit 
of our and the PRC's simultaneous admission to APE 
to let the other member nations learn about this form of 
coexistence and convince them to accept our GATT 
application. In particular, the United States and Japan 
are members of the GATT and should play a more active 
role in convincing the PRC. 


3. Since we withdrew from the United Nations and 
severed diplomatic ties with Japan and the United 
States, we have seldom attended official international 
conferences. As the first ministerial level conference, this 
APEC meeting is extremely important to us. Foreign 
Ministry officials indicate that it is usual international 
practice for nations to take advantage of international 
meetings to engage in bilateral or multilateral talks. 
Although we have held several trade talks with the 
United States in the past, they have always been at the 
deputy trade representative level. At the East Asian 
Economic Conference held each year, Japan would only 
send officials of section-chief rank from their MITI 
[Ministry of International Trade and Industry] to attend 
in the capacity of “observers.” Our tion should 
take advantage of this ministerial level APEC meeting to 
carry out bilateral or multilateral talks with ministers of 
nations we do not have diplomatic ties with. Reportedly 
some senior officials of the U.S. Trade Commission will 
attend the conference as part of the U.S. delegation, and 
they have expressed hopes of meeting with Minister 
Hsiao, and the Japanese delegation has made a similar 
request. We are hopeful that Minister Hsiao will take 
this opportunity to discuss with U.S. and Japanese 
ministry officials and resolve the many long-standing 
Sino-U_S. and Sino-Japanese trade issues. 


4 Although internationally APEC is still a new organs- 
zation at its budding stage, after Taiwan, the PRC, and 
Hong Kong become members, its population will make 
up 36.8 percent of the world population, several times 
more than the North Amercia Free Trade Alliance's 
(NAFTA) 6.9 percent and the European Community's 
(EC) 6.3 percent. Meanwhile, APEC member nations’ 
GNP account for as much as 52 percent of the world’s 
GNP, compared to NAFTA’s 30.3 percent and EC's 24.8 
percent. These statistics show where APEC stands inter- 
nationally, and if APEC members can strengthen the 
economic cooperation among them. when they compete 
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of enter into trade negotiations with North America or 
Europe, ut will give them tremendous power, Further- 
more, the APEC members also play 4 very important 
role in thes country's foreign trade, because 74 percent of 
our exports are shipped to APEC member nations, and 
70 percent of our imports come from APEC members. 
Meanwhile, APEC member nations have also been the 
main target of Taiwan's foreign investments in recent 
years, and they are the main sources of foreign invest- 
ments in Tarwan. Clearly, to become a member of APEC 
will be very beneficial to Taiwan's future economic 
development 


Granted that there are significant historical, cultural, 
and political differences among the APEC member 
nations, and it us unlikely that we will be able to set up 
something similiar in format to the European Commu- 
nity anytime in the foreseeable future. But it is quite 
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possible for us to implement the central theme of this 
conference, which is to “promote regional free wade” 
Taiwan's experiences in the last 10 years in promoting 
free trade, in Maintaining econome stability and growth, 
and in minimizing the negative effects of liberalization 
are also the goals which every developing nation that is 
promoting liberalization and every communist country 
which is making @ transition to the market economy 
hope to attain, and we can share those experiences with 
them, We are hopeful that in attending the APEC 
ministerial meeting, our delegates will make a concise 
report of our economic development experience in the 
last 40 years, and * at in the future they will propagate 
our experiences among the member developing nations 
step by step through the 10 work groups, so that we can 
play a positive role and fulfill our international obliga- 
tion In promoting regional cooperation and develop- 
ment 
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